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COMMENT. 


The Eastern Asiatic Contest. 


HE war between Russia and Japan is of particular interest 

to the economist and the sociologist on account of the 

fact that it is likely to test the value in a military campaign of 
institutions which favor the development of the individual in 
competition with those which tend towards his suppression. 


Both nations have apparently adopted the modern methods of 
army and navy organization, and the modern instruments of 
destruction. Both appreciate the importance of having the 
command of the seas. Both are equipped with battleships, 
cruisers, torpedo boats, and torpedo-boat destroyers. Both 
apparently have the modern equipment for land service. Both 
have soldiers who can fight with a stoic contempt of death. 
The difference in military matters is one of size rather than 
of kind. The naval strength of the two nations seemed at the 
beginning of the war not far from equal—at least upon paper. 
The immense population of Russia seemed to give it a pre- 
ponderance of soldiers, against which the Japanese army would 
be almost powerless, though this advantage is partly neutralized 
by the relative proximity of Japan to the seat of war. Politic- 
ally, Russiia represents an antiquated type of despotism. Par- 
liamentary institutions are unknown, the Czar is the supreme 
ruler. But as war is a business in which discipline is of the 
first importance, the habit of blind obedience which goes with 
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despotism is generally supposed to be more helpful in its prose- 
cution than the fondness for discussion and the habit of 
expressing individual opinions which democracy fosters. So 
that here again the advantage would seem at first sight to rest 
with the Russians. 

It is when we consider economic and social conditions that 
the possibility of overcoming these advantages shows itself. 
The basis of rural life in Russia is communistic, in Japan it 
is individualistic. Although in close touch with the civilization 
of Western Europe, Russia has made comparatively little pro- 
gress in giving education, culture, and initiative to the great | 
masses of its population. The ability and originality displayed 
by educated Russians in art, in literature, in music, simply 
emphasize the lost possibilities of the mass of the people. The 
restriction of the press and the censorship exercised over all of 
its products have held back the intelligence of the people, while 
the village community system has checked their ambition, and 
prevented the spontaneous growth of manufactures and com- 
merce. Hence, in contrast to England, the Russian advance 
has been primarily territorial and political, and only secondarily 
commercial. Yet it has been wonderfully steady; it has been 
carried out in many respects with remarkable ability, and it has 
been especially successful in competition with such Asiatic 
civilizations as it has come into contact with thus far. 

Japan, however, offers an entirely new problem. Though 
handicapped by differences of language, of religion, of ideals, 
of customs, it has seized with startling avidity the western ideas 
of universal education, and of industrial and commercial pro- 
gress. If it should come out victorious from the present con- 
test, its success would promote the cause of freedom throughout 
the world. The success of Russia would not convince free 
and progressive nations of the benefits of despotism, but it 
would retard the peaceful liberalization of Russian institutions, 
and strengthen reactionary influences in those countries of 
Europe in which the government is still more liberal in form 
than in fact. 
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ANTI-TRUST REMEDIES UNDER THE NORTHERN 
SECURITIES DECISION. 


HE Northern Securities decision, if followed up by legis- 

‘lation, might prove to be a turning point in the history of 
that most effective form of the modern “trust” which is known 
as the holding corporation. The construction given by the court 
to the so-called Sherman Anti-Trust Law is not of very vital 
importance. If that construction had been different, the law 
could have been amended. It may be strengthened yet. What 
can be done under the present statute mainly interests lawyers. 
What can be done under the Constitution, whatever may be the 
present statute, mainly interests the public. The importance of 
the Northern Securities decision is in its constitutional aspect. 
It decides two constitutional questions of wide bearing: first, 
that the constitutional right of any person to buy and hold any 
piece of property, however much or little the right may be 
limitable by legislation, does not enable one corporation to pur- 
chase a controlling interest in the stock of another against the 
will of the sovereignty by whose permission the latter conducts 
its operations; and second, that the jurisdiction of the nation 
over interstate and foreign commerce is so broad that the owner- 
ship of the stock of corporations engaging in that commerce is 
subject to Federal regulation to some extent at least. The lan- 
guage of the judges in this as in the recent Lottery Case is 
guarded, and they evidently have not yet made up their minds 
how far the doctrine now established will go. I do not think, 
however, that it can become more narrow than I have stated 
it. I think that logically and reasonably it is subject to some 
further extension. 

Much stress has been laid upon the nearly equal division of 
the court of last resort, and upon the fact that one of the 
majority judges did not concur with all the statements in the 
majority opinion. He did, however, concur in its main reason- 
ing, which had also the support of four able and experienced 
judges in the court below. Take into consideration the judges 
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at Circuit as well as those in the Supreme Court—and this may 
with unusual propriety be done, since the arguments below were 
as full and able as those above—and they stand not in the 
proportion of five to four, but nine to five. I think that upon 
the constitutional questions the decision will meet with the 
approval of a like majority of the legal profession. 

The argument of the minority judges, assuming an unlimited 
right in the citizen to purchase property, refused to*recognize 
any distinction in that respect between a natural and an artifi- 
cial person, or between a piece of tangible property and corpora- 
tion stock. It is indeed common, convenient, and generally 
proper to call a corporation an artificial person. Nevertheless 
this is only a metaphor. In law as in fact, it is well settled 
that the personality of a corporation is a legal fiction, which it 
is proper to use only for the purposes for which the fiction was 
invented. Chief Justice Marshall called a business corporation 
“a company of individuals.” It is a company associated 
together for the prosecution of some common enterprise; and a 
share of stock is really nothing but an individual membership 
in the prosecution of that enterprise. It is a piece of property in 
the same sense only in which a membership in an ordinary busi- 
ness firm is a piece of property, although statutes have granted 
to it certain privileges which do not belong to membership in 
the firm. There is no general right inherent in the citizen to 
join in forming a corporation. Until within sixty years past 
every, or almost every, corporation was formed by a special act 
of legislation. At present they are usually formed under the 
authority of general laws; but each corporation is still depend- 
ent for its existence on the will of some particular sovereignty, 
generally a State or a territory, sometimes the United States. 
Each State can regulate the membership and powers of its own 
corporations. It can prohibit them from holding stock in any 
other corporations. It can prohibit any other corporations from 
holding stock in them. It can prohibit any person from 
holding more than a given proportion of the stock of any par- 
ticular corporation. It can require that the membership of any 
particular corporation shall consist of not less than a given 
number of persons. Wisconsin, which incorporated the new 
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Northern Pacific Railroad after the foreclosure of the old one, 
could indubitably have provided by legislation that no other 
corporation could hold stock in it. This would have made the 
Northern Securities scheme impossible; for while New Jersey 
can incorporate a party of gentlemen for the purpose of buy- 
ing stock in a corporation of Wisconsin, they cannot buy it if 
by the laws_of Wisconsin it is not purchasable. The real ques- 
tion in the Northern Securities case was whether, if Wisconsin 
and New Jersey agreed to such a purchase, the nation could 
forbid it. This depended upon the extent of the nation’s power 
over interstate and foreign commerce. Congress has frequently 
incorporated companies for the purpose of engaging in such 
commerce. The old Northern Pacific road itself was thus incor- 
porated. The true analysis of the present decision seems to me 
to be that all State corporations engaging in interstate or for- 
eign transportation do so by the implied permission of the 
nation; and that that implied permission can be subjected to 
a certain degree at least of restrictive regulation. No New 
Jersey corporation can carry on business in Wisconsin without 
the consent of the latter State; and that consent can be sub- 
jected to any conditions. The present decision, as I construe 
it, recognizes in the nation a sovereignty as complete over inter- 
state commerce as is the sovereignty of Wisconsin over the 
business carried on within her own limits. I see no reason why 
Congress, if it so willed, could not under the Northern Securi- 
ties decision prohibit any corporation whatever from holding 
stock in any interstate transportation company; although it 
should not do so, and there is no reason to suppose that it ever 
will. My present object, however, is to discuss the holding 
corporation pure and simple—the corporation whose sole object 
is to control by stock ownership the operations of one or more 
of the active working companies of the world, or the actions 
of one or more other holding corporations already in existence. 

Few realize how very recent an affair such a holding cor- 
poration is. I know of none earlier than the Pennsylvania 
Company, chartered in 1870. The Southern Pacific was char- 
tered by Kentucky in 1884; and it was considered so dangerous 
a character that it was given no power to invade any of the 
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corporations actually doing business in its own State. The 
development of the holding corporation upon a large scale is 
indeed so recent that it is actually contemporaneous with the 
popular anti-trust agitation. The genuine “trust” was killed 
by the Sugar Trust Case in New York, which commenced in 
1888 and ended in 1890, and the Standard Oil case in Ohio, 
which did not end until 1892. The Sherman law was passed 
by Congress in 1890. Yet, under cover of this anti-trust agita- 
tion and of the political excitements which were to culminate 
in the Presidential election of 1892, the astute financiers against 
whom the agitation was being directed were quietly obtaining 
legislation which would enable them to evade the decisions, and 
to a large extent the statutes, that had just been fulminated 
against them. The holding corporation idea in New Jersey did 
not germinate until 1888, and was not complete until 1893. 
On a large scale in New York it dates from 1892, under 
the governorship of the gentleman who afterwards led the 
famous ‘Flower boom.” Up to that time the formation of 
the gigantic combinations with which we are now familiar would 
have been most difficult. This is why the old “trust” method 
had been attempted. It was only about that time that con- 
solidation laws became liberal toward the promoters of modern 
combination; but even consolidation laws do not solve all of 
the promoter’s problems. Often the personal factor prevents the 
formation of a monopoly upon this plan, and it can only be done 
effectively by stock purchase on an enormous scale—on a scale 
that is possible only when a corporation must be formed for 
the purpose of holding the purchases. 

Since 1893 New Jersey has done a business very lucrative 
to her State treasury, in the exploitation of her new discovery. 
The process is simple. Three young men, with money which 
has been furnished them for that purpose, file a paper with the 
State authorities and pay a fee. They get a certificate in return 
which makes them into a corporation for whatsoever purposes 
they like, with whatsoever powers New Jersey is able to give 
them. Such rights as this piece of paper can give them they 
turn over to the gentlemen who had requested their services 
and furnished them with the necessary cash. All that the 
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holding corporation does thereafter is to purchase stock in other 
companies, vote it in the stockholders’ meetings of such com- 
panies, collect dividends therefrom, and divide the proceeds. 

It is a necessary implication of the Northern Securities case, 
if there ever could have been any dispute about the point, 
that any other State may by appropriate legislation keep the New 
Jersey corporation out of its territory. By action of the several 
States the holding corporation may be extinguished as rapidly 
as it arose. For I think that those now existing are not pro- 
tected by.any constitutional provision. Any State may enact 
that no corporation can hold in the future more than a given 
proportion of the stock of one of itsowncorporations. A reason- 
able time must be given those already existing to dispose of their 
stock and wind up. This is all the shrift that they can require. 
Whether the several States will—whether they dare—avail them- 
selves of this power is more doubtful. Each legislature is sub- 
ject to corporate influence; and each will be threatened with an 
emigration of capital to the territory of a rival. For reasons 
such as these, there has been a demand for an amendment to 
the United States Constitution, giving to the nation the control 
of the whole subject. The early adoption of this or any other 
constitutional amendment is improbable, and this one would be 
of doubtful wisdom. Congress has already so many subjects 
of legislation that it is on the point of breaking down, and 
would long since have broken down had it not parted with 
some of the characteristics of a deliberative body. It is ques- 
tionable whether so complex an addition as this to its jurisdic- 
tion is possible without fundamental alterations in our system 
of government. If the Federal Constitution is not amended, 
and the States do not act, there is no power to stop the further 
growth by this effective means of the “industrial” trust pure 
and simple; for under the present Constitution Congress has 
no direct power to regulate an agricultural, mining or manu- 
facturing industry. I shall therefore pass to the consideration 
of the corporations which Congress does have the power under 
the Northern Securities decision to control. 

These may be divided into two classes: first, the transporta- 
tion companies pure and simple, such as railroads and steam- 
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boat lines; and second, those aggregations which combine the 
work of production with that of transportation. Among hold- 
ing companies of the first class the latest development is the 
Rock Island; among those of the second class the most familiar 
is the United States Steel Corporation. To the second class also 
belongs (if it really is existent) the Anthracite Coal Trust, 
a supposed combination of transportation companies that by 
means of direct ownership, stock ownership, and bond owner- 
ship, control a large part of the coal mining business in cer- 
tain important districts. If the nation desires to break up these 
combinations the remedy is plain, and has often lately been 
pointed out. It can provide that (after a reasonable time in 
which to unload present holdings) no company engaged in 
transportation shall engage in any agricultural, mining or manu- 
facturing industry, or directly or indirectly hold any of the stock 
of any corporation engaged in such industry. It can enact that 
(after the lapse of a similar period) no corporation can hold 
directly or indirectly more than a given proportion of the stock 
of any corporation engaged in interstate or foreign transpor- 
tation. 

Should the nation exercise this power? Should the States 
seriously attempt the use of their similar power over the strictly 
productive industries? Should Massachusetts, Connecticut, 
New York and Pennsylvania conclude to stand together, limit 
the capitalization of their industrial corporations, prohibit the 
domestic holding corporation, and bar out the invasion from 
New Jersey? This involves a consideration of the full “trust” 
problem; and more particularly involves the question whether, 
assuming it to be unwise to attempt to prohibit or even to limit 
great aggregation of capital, nevertheless the holding corpora- 
tion is a species which has already in its short life developed 
special evils that justify its extinction. The first and main 
question cannot even be touched upon in the limits of this paper. 
Upon the second I do not undertake to pronounce’ a judgment, 
but only to contribute some suggestions. 

The holding corporation is not a natural outgrowth, but an 
artificial contrivance for the purpose of effecting combinations 
of capital to a degree and with a rapidity that human nature 
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did not permit of under the laws amid which we grew up. If 
the “trusts” really were a natural outgrowth of modern 
advancement in physical processes, that would be a strong 
argument for their continuance. But this we cannot tell. We 
can have no experience of what might have been accomplished 
in this line by natural causes alone, unless we first undo what 
has been done by legislation enacted, not in response to a general 
public demand, but at the instigation of special interests. I 
think that even what is elsewhere known as “Wall street 
opinion” is divided upon the question whether this particular 
contrivance has been beneficial to the public. Certainly that 
opinion is less favorable than it was three years ago. Some 
forms of the holding corporation may be advisable. For 
instance, the so-called ‘family corporation” is a convenient 
device for keeping together the property of a family under 
competent management, and preventing its sacrifice at the whim 
of a single member. This may easily be differentiated by legal 
provisions, as by restricting investment in any single stock. The 
more familiar type, however, the corporation organized “for 
control,” I believe we have experienced sufficiently to warrant 
us in condemning, as on the whole contrary to the public interest. 
While it has been a most effective instrument in building up 
monopoly, it has also been a most effective instrument of fraud 
upon stockholders and upon investors and upon the outside 
public. 

It has resulted in intricacy of organization so great that no 
public officer can be expected to understand it, and no ordinary 
stockholder can afford to get competent advice about it. When 
combinations are built up by simple processes of consolidation, 
or by the simpler form of lease, the predatory instincts of the 
promoters are somewhat restrained by inherent limitations. But 
when the United States Steel Corporation controls the stock of 
the Federal Steel Company, which in turn controls the stock 
of the Illinois Steel Company, which in turn controls the stock 
of the Elgin, Joliet and Eastern Railroad Company, and when 
these companies are commingled with a hundred others all bound 
together in an intricate system based upon a similar plan—when, 
as a result of a sudden turn on the Wall street market, giving 
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a group of speculators momentary control of a railroad system 
chartered and operated under the laws of Illinois, these men 
are enabled to organize a holding corporation in Iowa for 
the purpose of owning that stock, and then to organize another 
holding corporation in New Jersey for the purpose of owning 
the stock of the Iowa corporation, and then to provide that a 
minority of the New Jersey stock (that, namely, which they 
think themselves financially strong enough to keep their grip 
on) shall control the New Jersey corporation—then it seems to 
me that public patience may be pardoned for breaking down, 
and demanding laws which shall prevent the manipulation in 
this manner of the great instrumentalities of industry and of 
commerce between the States. Not only does a clever use of 
this device enable persons in momentary stock control of some 
working corporation so to manipulate that, while disposing of 
a large part of their holdings, they may still retain for the 
future a power which the old tests of ability, honesty, industry 
and sobriety would never have enabled them to attain; not 
only is the control of an industry thus perpetuated in the hands 
of a minority who owe it to stock gambling methods; but the 
complexity of organization is such as effectively to keep the 
stockholders and investors, as well as the outside public, in 
ignorance of what they ought to know, and thus enable the 
insiders—directors and persons standing behind directors—to 
realize profits which they ought not to make. Nobody familiar 
with the financial history of to-day need be reminded of cases 
where profits have been left concealed in the treasuries of “sub- 
companies” (the humble name now given to the actual work- 
ing corporations) until the ignorant stockholders, inferring from 
the published reports of the holding company that it is not 
earning even the moderate dividends which it is distributing, 
are ready to sell out; where when this time has arrived a 
sudden and mysterious “buying movement” appears upon the 
Stock Exchange, turning out to be a purchase by the insiders 
of nearly the entire stock of the holding company; where this 
movement is immediately followed by the organization of a new 
holding company which takes up the stock of the old one with 
bonds at double its par value, and an immense issue of its own 
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stock on top of the bonds; where the stock of the new hold- 
_ ing company, although subject to the bonds, turns out to be 
* worth two or three times as much on the market as the stock 
of the old company had been; and where the concealed profits 
in the sub-companies’ treasuries then come out and justify the 
new valuation. More common is the case of the holding cor- 
poration declaring dividends on apparently ample net earnings, 
until a sudden and mysterious “selling movement” eventuates 
in the discovery by the stockholders that the sub-companies had 
themselves been paying dividends out of capital, and were 
immersed in floating debt. Meanwhile the original insiders are 
out, and the other stockholders are permitted to become insiders 
themselves for the purpose of meeting the debt or going into 
insolvency. 

It is now generally agreed that publicity should be demanded 
from all of these large corporations. I do not mean a con- 
fidential disclosure of their transactions to Federal or State 
officials (a whisper that may sometimes prove more detrimental 
than helpful to the public interest), but a publicity which reaches 
to the stockholders. This of course, in the case of the large 
aggregations whose stock is necessarily upon the market, is 
practically equivalent to complete publicity. It is singular how 
careful legislatures and even courts have been and still are to 
preserve a secrecy whose traditional importance comes down 
to us from the days when a trading corporation was little larger 
than a partnership; when the interests of the directors were 
usually identified with its prosperity; and when its stock was 
not usually the football of a stock market. There is no reason 
why the State should now guard from the real owners of a 
corporation the secrets of its managers. There is no reason 
why it should guard the secrets of the corporation from the 
public. Ifa corporation large enough in its capitalization to be 
a matter of interest to the whole public is not able to compete 
in the open, then there is no sufficient natural demand for its 
existence to justify its survival. It should be permitted to go 
to the wall. As a corporation increases in size, the evil possi- 
bilities of secrecy increase in geometrical proportion, even when 
the increase in size is by simple consolidation. If it is accom- 
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panied by the complexity involved in a series of super-imposed 
holding corporations, the evil possibilities cannot easily be over- 
stated. Yet as the holding corporation system has been develop- 
ing, publicity has been diminishing. The annual report becomes 
a formality. The opportunities for examination even of the 
stock transfer book are restricted. The courts treat every 
inquiring stockholder with hostility, and by-laws practically 
prevent his examination of the corporate accounts unless he is 
able to establish a prima facie case of misfeasance which could 
as well be established without such examination. Other con- 
temporaneous legislation and by-law development reduce within 
the narrowest limits the liability of directors, and increase the 
facility by which common stock may be subjected to an issue 
of preferred, and preferred stock to a new issue of bonds. The 
board of directors is classified so that it is as difficult to oust the 
management at an election as it is to amend the Constitution of 
a State. These evils are not peculiar to, but intensified in, the 
holding corporation. 

The conditions incident to a great “trust,” and particularly 
to a great holding corporation, are peculiarly unfavorable to 
the ancient and once powerful weapon of the minority stock- 
holder—the stockholders’ suit in equity for the redress of oppres- 
sion and wrong. I have already alluded to the practical impedi- 
ment to an action for an accounting due to the protection which 
legislatures and courts give to insiders’ secrets. Often the most 
important rights of the minority stockholder, however, are lost 
unless they can be protected by an injunction suit. The action 
of the insiders must be prevented, or it will be irretrievable. 
When a grand stroke is contemplated by the insiders in their 
own interest—and within a few weeks it has been testified under 
oath in a court of justice that $46,000,000 was made by them 
as the “rake off” in a single deal, as a result of which probably 
thousands of families were impoverished—the plans are laid 
after a long period, sometimes a year, of preparation, during 
which a majority of the outstanding stock is accumulated upon 
the market. Then suddenly the new plan—stock purchase, 
stock sale, lease, consolidation, bond issue, or what not—is 
announced, and the shortest possible time given before the stock- 
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holders’ meeting at which it is to be passed upon. A consid- 
erable portion of ignorant stockholders can be relied upon to 
give their proxies blindly to the management, unless circularized 
by a protective committee to the contrary, and there is no time 
intelligently to procure the necessary information for such a 
circular. The expense involved in a properly conducted stock- 
holders’ suit is enormous. If questions of fact must be tried, 
it is prohibitory to anything but a large combination. Many 
are afraid to oppose the leaders of the speculating community. 
There are brokers whose customers would be ruined if their 
credit was cut off by the banks. There are business men who 
are subject to discrimination. They fear punishment in various 
ways. Some are actually threatened. Those who would 
naturally be willing to join in an action are not only in the 
dark as to the real facts, but in the dark as to where to find 
each other out. They lack the power to form an effective com- 
bination within the time allowed, and each stockholder separately 
lacks the capital requisite to a successful appeal to the courts. 
There is no possible way open to the complainant of getting 
reimbursement except by selling his stock to the defendants 
(which destroys the value of the suit to the other stockholders), 
or by speculating on the market. The institution of the suit 
generally causes the stock to fall in price, although the object 
of the suit, and its result if successful, would be largely to 
increase the stock’s market, as well as its intrinsic value. The 
suit therefore is treated by the public as an injury to the com- 
pany, and is correspondingly unpopular. And in fact the first 
suit is commonly brought by a speculator—often by a adventurer 
as unprincipled as the promoters whom he is suing. If well 
conceived and ably pressed, the latter generally settle it; and 
before the public have realized that it is settled, the promoters’ 
scheme is put through and the thing is all over. Sometimes, 
however, the suit is collusive, or foolishly and ignorantly man- 
aged. In these cases a decision of the court is obtained which 
it is impossible for the wiser and more deliberate stockholders 
subsequently to overthrow. Whether he is right or wrong, 
honest or dishonest, wise or otherwise, the complainant is 
accused of blackmail, and a large section of the press used for 
the destruction of his character and the cutting off of reinforce- 
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ments. His witnesses may be terrorized. Himself and his 
counsel may be boycotted. Such contributions as he receives 
toward his expenses come anonymously. When he gets into 
open court, he is subjected like other litigants to narrow time 
limitation for his argument; and most of his time is used up 
in disproving false charges and showing his own good faith. 
He finds that a false atmosphere has been cast about his case; 
and he is unable to surmount the practical difficulties which 
impede his path. Of course there are notable exceptions to this 
general history of the stockholders’ suit, where the insiders are 
men comparatively weak, the outsiders men comparatively 
strong, and the season one when the suspicions of the press and 
of the public have been aroused. These are now the exceptions, 
however, and not the rule. 

Even the natural impediments to stockholders’ suits, how- 
ever, are not deemed sufficient by the trust magnates of to-day 
in the principal promoting State. Strong effort is now being 
annually made to procure legislation which would require the 
joinder as complainants of a practically impossible amount of 
stock, and the filing by the complainants of a bond impossibly 
large. Although strongly backed by the governor, the legis- 
lation has not yet been adopted, but the strength of its support 
shows the fact that the public are not as yet aroused to the 
true causes of the growth of the modern monopoly, but blindly 
allow them full operation while vainly endeavoring to obtain 
practical effects by enforcing such spectacular but inefficient 
remedies as the present anti-trust laws, which do not attack it 
until it has reached a late stage of its growth. 

The right way to remove an evil is to remove its cause. 
Account books should be opened, not closed. It should be a 
criminal act for a director to speculate in the stock of his own 
company. He should be held as strictly to his duty as is the 
executor or trustee under a will. He should account to the 
company for all profits made by him as a result of secret infor- 
mation. He should be responsible for all damage caused to the 
investor by any prospectus, report or public statement whose 
issuance and whose falsity he should have known. 

Furthermore, the holding corporation is the most effective 
instrument of over-capitalization, with the consequent injury to 
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the public interest. It is the favorite method of capitalizing the 
unearned increment coming to a public service company as a 
great city grows in population. As fast as the street railroad 
company’s, or the gas company’s, or the electrical company’s 
earnings thus increase, its old stock is converted into bonds and 
new stock issued to represent that increment. The new stock 
is sold to the public, with fabulous profits for the syndicate 
managers. Legislative regulation of rates is then resisted on 
the ground that the unfortunate stockholders would lose their 
dividends. The State is put into a dilemma in which it ought 
not to be—a dilemma between doing justice to the public who 
have made the increment, and doing mercy to the ignorant stock- 
holders who have invested their savings in the new stock. The 
profit of the promoters is unreachable. 

And finally, the moral influence of these aggregations is not 
good. The stockholding corporation is an invention of stock 
speculators, and its origin and history are generally accompanied 
with phenomena of the stock market. The old-fashioned mer- 
chant prince, the more recent captain of actual industry, was 
a man with many qualities which afforded a valuable example 
to his fellow citizens. The multi-millionaire of gas and elec- 
tricity, of street railroads, of steel and copper, performs no such 
function. The successful leader in an enterprise whose profit 
is made by shuffling corporations and dealing them in Wall 
street is not the most industrious or even the ablest man among 
his fellows. He is indeed not the most unscrupulous; but he 
is the man who happens to combine a certain high degree of 
ability with a certain fortunate balance between unscrupulous- 
ness and respectability, a balance which his disciples seek to 
emulate. The holding corporation tends more than any other 
agency to develop individual wealth in a very few individuals, 
for wealth is more rapidly made in turns and deals than in sala- 
ries, in dividends, or in the appreciation of genuine stock values. 
The fortunes thus made are not normal, and are not necessary 
as goals to incite human industry or ambition. Seeing the 
power, political, social and individual, which thus comes to a 
few individuals, tends to turn the public from the traditions 
of democracy to those of socialism. 


Epwarp B. WHITNEY. 
New York City. 
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SOME OF THE ISSUES OF THE RUSSO-JAPANESE 
CONFLICT. 


HE deeper significance of the present dramatic struggle 
between Russia and Japan over territories belonging to 
neither of the contestants can not, perhaps, be understood, until 
we examine some of the issues at stake between them. The 
more fundamental of these issues, however, as in many another 
international crisis, seem to be oftener understood than expressed, 
and hence understood only vaguely, although it may fairly be 
said that they constitute the very forces which have with irre- 
sistible certainty brought the belligerents into collision. For 
Japan, the issues appear to be only partly political, but mainly 
economical, and perhaps no better clue to the understanding, 
not only of the present situation, but also, in general, of the 
activities at home and abroad of the Japanese people, could be 
found than in the study of these profound material interests. 
Among the most remarkable tendencies of Japan’s economic 
life of recent years has been the enormous increase of her popu- 
lation, together with a surprising growth of her trade and 
industries. The number of her inhabitants increased from 
27,200,000, as estimated in 1828, to only 34,000,000 in 
1875, but since the latter year it has risen so fast that it is 
to-day, roughly estimated, 46,700,000,' and is increasing now 
at the annual rate of 600,000. At the same time, the foreign 
trade of Japan has grown from 49,742,831 yen in 1873 to 
606,637,959 yen in 1903. The significance of these figures must 
be seen in the light of the important fact that the bulk of the 
increase in population and trade has been due to the decisive 
change of the economic life of the nation from an agricultural 
to an industrial stage. The new population not only increases 
far more rapidly in the urban than in the rural districts,? but 


* Exclusive of Formosa and the Pescadores, which hold nearly three million 
souls. 

*If we consider as urban the inhabitants of communities containing each 
more than three thousand people, the ratio of the urban population to the 
rural may be estimated as 1 to 3. If only towns of more than 10,000 inhabi- 
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also seems to be mainly supported by commerce and manufac- 
ture. In 1903, 84.6 per cent. of the total export trade of Japan 
consisted of either wholly or partly manufactured articles! On 
the other hand, agriculture has progressed only slowly,? and is 
no longer able either to support the increased population or to 
produce enough raw articles for the manufactures. The aver- 
age annual crop of rice may be put as 210 million bushels, and 
that of barley, rye and wheat, collectively called mugi, as 94.3 
million bushels, while the average annual consumption of these 
cereals may safely be estimated, respectively, at 228.3 and 106.7 
million bushels. Raw material and food stuffs, consisting of 
cotton, wool, rice, flour and starch, beans and oil cakes, the 
importation of all of which was next to nothing twenty years 
ago, were in 1903 supplied from abroad to the value of 
169,600,000 yen, or 53.5 per cent. of the total imports of Japan.* 


tants each are included in the urban class, it is seen that their population 
increases annually 5 or 6 per cent., while the corresponding rate with the rural 
communities never rises above 3 per cent. and is usually much lower. See 
Japan in the Beginning of the 20th Century (hereafter abbreviated as the 
20th Century), compiled by the Department of Agriculture and Commerce, 
Tokyo, 1903. Pp. 53-58. 

* Or, 241,891,946 out of 285,971,623 yen. As the term manufacture is expan- 
sive, the articles herein included should be enumerated. They are: clothing, 
chemicals and drugs, metal wares, oil and wax, paper, cotton yarn and fabrics, 
raw and woven silks, tobacco, and sundries. Teas, grain, marine products and 
other foodstuffs, and furs, as well as re-exported articles, are excluded. See 
the Kwampéd (Official Gazette of Japan), No. 6199 (March 4, 1904), p. 77, 
table 7. 

*The crop of rice has increased since 1877 from 26.6 million to about 42 
million koku; that of barley, rye and wheat, from 9.6 million to 19 million 
koku. But the increase has been due more to the improved cultivation than 
to the extension of acreage. Although the wheat, barley and rye land has 
grown from 2.35 million in 1877 to 4.43 million acres in 1go1, the rice land 
has increased from 6,517,000 to only 6,982,000 acres. The crops of hemp and 
rape are stationary, while those of sugar, cotton and indigo have largely fallen 
off. (These figures have been converted from those in the 20th Century, pp. 
119 ff. One koku dry is equivalent to 4.9629 bushels.) 

*In years of poor crops, the importation of rice, wheat and flour amounts 
to large figures; as, for instance, in 1903, they together were imported to the 
value of about 67 million yen. Our figures in this section have been worked 
out from the Kokumin Shimbun (hereafter abbreviated as the Kokumin) of 
Feb. 5, 10 and 19, 1904. 

“If sugar is added to the list, the figures will go up to more than 190 
million yen, or 60 per cent. of the entire import trade. 
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Nor does agriculture occupy in the national finances the posi- 
tion it once did, for, in 1875 the land tax, the incidence of which 
fell, as it still falls, very largely on the farmer, supplies 78 
per cent. of the total revenue of the state, while the percentage 
fell, in the estimated budget for the fiscal year 1902-3, to 15, the 
actual amount also decreasing during the interval from 67.7 
to 46.8 million yen, and the expenditures of the government, 
on the other hand, increasing from 73.4 million in 1874, to 
the enormous figure of 282.4 million yen in 1902-3.1 

No one can say a cheerful word about agriculture in Japan 
or the life of her farmer. Exclusive of Formosa, the devel- 
opment of which seems to lie in the direction of industry and 
trade rather than agriculture, less than 13,000,000 acres are 
under cultivation,? or, about 13 per cent. of the extent of the 
country, while the arable area of the land cannot possibly be 
increased by more than 10,500,000 acres,* so that the per 
capita share of arable land is less than one-half of an acre,* 
which is even below the corresponding rate in England and 
less than one-half of that in China. Japan’s agricultural life 
can, however, be no more intensively improved than extensively 
enlarged. The sedimentary soil so well adapted to the rice cul- 
tivation and so abundantly blessed with moisture® is too minutely 


* The Financial and Economical Annual of Japan (hereafter abbreviated as 
the Annual), No. III, issued by the Department of Finance, Tokyo, 1903. See 
pp. 9 and 18. 

* Or, less than 7,000,000 acres of wet fields and less than 6,000,000 of upland 
fields, the latter including mulberry and tea gardens, besides fields for mugi, 
pulse and vegetables. Based on the 20th Century, pp. 95 ff. 

* This figure includes, however, all the land inclined at angles less than 
15°, so that, from the practical point of view, it may be considered as highly 
exaggerated. The actual extent of the reclamation of wild land advances at 
a slow pace outside of the still largely undeveloped island of Hokkaidé. See 
ibid., 95-6, 104. 

*Or, about 23 million acres for nearly 47 million people. If we take only 
the land under cultivation, on the one hand, and only the farming population, 
on the other, the ratio still remains the same, for then we have 13,000,000 
acres for 28,000,000 people. The aggregate of the capital involved in the 
agriculture of Japan, including the value of land, buildings, implements and 
live stock, is estimated at 7,400,000,000 yen, while the annual crops return 
about 1,000,000,000 yen. See the 20th Century, 105-6. 

*The annual rainfall of Japan Proper averages between 1300 mm. at 
Awomori and 2040 mm. at Kagoshima. A fairly rich sedimentary formation 
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and carefully tilled, the climatic conditions are too cleverly made 
use of, and, above all, the lots of land are too diminutive,” to 
make the importation of new machinery and methods always 
profitable or desirable.* The day-laborers on the farm receive 
wages ranging between nine and fifteen cents, though the latter 
have risen more than 100 per cent. during the last fifteen years.* 
With this meagre income some of the laborers have to support 
their aged parents, wives, and children. The tenants, whose 
number bears the ratio of about two to one® to that of the 
proprietors, live literally from hand to mouth, and cannot always 
afford even the necessary manure, and the proprietor’s profit 
hardly rises above 5 per cent., while the capital he employs pays 
an interest of 15 to 30 per cent.® and his local and central taxes 
further reduce his income. The farmer would in many cases 
be unable to subsist, were it not possible for him, as it fortu- 
nately is, to try his hand at silk-culture or some other sub- 
sidiary occupation. 


of soil is found everywhere, owing to the hilly nature of the country and 
the short and rapid current of the rivers. 

* Wherever possible, the farmer contrives to raise more than one crop on 
his land in different seasons during the year. In fact, more than 30 per cent. 
of rice land yields other crops besides rice, at places mugi, indigo, beans and 
rape being cultivated on the same piece of land. 

? More than half of the wet fields of the country consist of lots smaller than 
one-eighth acre, and nearly three-fourths are each less than one-quarter acre. 
The average size of the lots outside of Formosa and Hokkaidé is put down 
as */1 acre for wet fields and “/1oo acre for upland fields. 

*Compare the report of the U. S. Consul-General Bellows at Yokohama in 
the U. S. Consular Reports, advanced sheets, No. 1757 (Sept. 24, 1903). In 
addition to the conditions here enumerated, it must be remembered that there 
exists little or no pasture land in Japan, and that nearly all the labor is done 
by hand, there being only 1,500,000 horses and 1,300,000 horned animals in 
the country. See the 20th Century, chapters on agriculture; the Annual, 
No. III, tables x-xiii; J. J. Rein’s Industries of Japan, English translation, 
New York, 1889, chapters on agriculture;and H. Dumolard’s Le Japon 
politique, économique et social, Paris, 1903, pp. 109-21. 

*The 20th Century, 117. Dumolard, 112-3. 

*This ratio includes, however, in the tenant class those farmers who are 
partly lessees and partly proprietors of small lots. In 1888, the ratio between 
(1) independent farmers, (2) partly lessees, and (3) entirely lessees, was 
147:200:95. Since that time the ratio must have grown in favor of the 
tenants. See the 20th Century, 9o. 

*See the U. S. Consular Reports, advance sheets, No. 1529 (Dec. 26, 1902). 
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Under these circumstances, it is becoming more evident every 
year that the time is forever past when the nation could rely 
solely upon agriculture for subsistence. It is hardly necessary 
to repeat the well-known law of population that every advance 
in the economic life of a nation creates a situation which is 
capable of supporting a larger population than in the preceding 
stage. What agriculture cannot support industry and trade 
may. Japan’s growing population may only be supported, as 
it has already begun to be, by an increased importation of raw 
material and food stuffs and an increased exportation of manu- 
factures. Trade statistics unmistakably show that such markets 
for her manufactures and such supply regions of her raw and 
food articles are found primarily in East Asia, with which the 
commercial relations of Japan have grown 543 per cent. since 
1890, as compared with the 161 per cent.’ increase of the Ameri- 
can and the 190 per cent. increase of the European trade,? until 
the East Asiatic trade amounted in 1903 to 295,940,000 yen 
in value, or 48.7 per cent. of the entire foreign trade of Japan.® 
Should the markets of East Asia be closed, Japan’s national life 
would be paralyzed, as her growing population would be largely 


*In 1903 Japan’s American trade was much below that of 1902. The latter 
showed an increase of 362 per cent. over 1890. 
* The actual figures were: 
European. American. Asiatic. 
57,200,000 yen 36,700,000 yen 45,700,000 yen 
95,900,000 “ 295,900,000 “ 


*In East Asia are included Korea, China, Hong-kong, British India, French 
Indo-China, Dutch East Indies, the Straits Settlements, Siam, the Philippines, 
and Russian Eastern Asia. If Hong-kong, an essentially transit-trade port, 
is excluded, the East Asiatic trade of Japan amounts to 264,476,239 yen, or 
43.6 per cent. of the éntire foreign trade of Japan. See the Kwampé (Official 
Gazette of Japan), No. 6199 (March 4, 1904), p. 74, table 4. 

Of the three great divisions of Japan’s markets, Europe sells her machineries 
and articles of general consumption and buys in return such peculiar products 
of her soil as silks and teas. East Asia, including India and the southern 
islands, takes coal and manufactured goods in general and furnishes cotton, 
food stuffs and other articles of more direct need than the European goods. 
America occupies a unique position in regard to Japan, as it combines, to a 
large extent, the peculiarities of both Europe and East Asia: it exports to 
Japan cotton and flour, besides machinery and goods of general consumption, 
and imports from her, not only raw silk and tea, but also smaller manufactured 


articles. 
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deprived of its food and occupation." These markets, then, 
must be left open, if Japan would exist as a growing nation. 
Observe here the tremendous significance for Japan of the 
principle of the open door as applied to East Asia. 

In this great problem Manchuria and Korea occupy, perhaps, 
the most important position, for they together receive a large 
portion of the cotton yarn and cotton textiles exported from 
Japan,? besides several other manufactured goods and coal, and 


? The following table gives a comparison of the importation in the years 1882, 
1902 and 1903, of what may be considered as primarily East Asiatic products: 
1902 1903 
Cotton 79,784,772 yen 69,517,804 yen 

3,397,564 4,811,811 

17,750,817 51,960,033 

240,050 4,767,832 

3,278,324 10,324,415 

4,956,000 7,993,411 

Oil cakes 10,121,712 10,739,359 
Oil cakes are used as manure. As to rice, wheat and flour, it is unnecessary 
to say that their importation depends largely upon the conditions of the 

crop at home. 

*It is extremely difficult from the material on hand to estimate the exact 
rate the import of these articles from Japan into Korea and Manchuria bears 
to their total import from all nations. In the case of Korea, we can make 
only an approximate estimate, as we possess both the export values in Japan 
and import values in Korea, but with regard to Manchuria, we know only 
the quantities, but not the values, of the cotton goods imported. By assuming, 
however, that 40 per cent. of these goods imported by the Chinese Empire 
from Japan go to North China (of which Manchuria is here considered by 
far the most important part), it may be said roughly, that in 1903 about 6 per 
cent. of the cotton yarn exported from Japan went to Korea and perhaps 40 
per cent. to North China. The average import of this article during the past 
two years was probably 1,200,000 yen in Korea and 8,000,000 yen in North 
China, making the total about 36 per cent. of the export value in Japan. On 
the same basis of calculation, the average importation of cotton textiles from 
Japan during the past three years was 3,190,000 yen in Korea and 765,000 yen 
in North China, or about 69.5 per cent. of the entire export of these articles 
from Japan. These figures are only tentative, but may serve to show that 
Manchuria receives comparatively much yarn and Korea much textiles, and 
that they together receive at least a large percentage of those articles 
exported by Japan, where their manufacture occupies an increasingly important 
position in her economic life. Consult the British Diplomatic and Consular 
Reports, Annual Series, Nos. 2995 and 2999; the U. S. Monthly Summary of 
Commerce and Finance, January, 1904, pp. 2410-1; the Kokumin, September 
19-21, 1901; Minister Kiyoura’s address before the Osaka Chamber of Com- 


merce, February, 1904. 


| 
+i 
Wi 
| 
i 
i 
| 
| 


22 Vale Review. [May 


in return supply Japan with much of the wheat* and rice,” and 


* Wheat is only beginning to be cultivated in Manchuria, while the rice 
cultivation is there practically unknown except in a few places near the 
Korean border, where during the campaign of 1894-5 the Japanese troops 
introduced it. The importance that Korea occupies in the importing of wheat 
into Japan will be seen from the following table: 
kin=1,325 lbs. av. 
yen=49.8 cents. 

From 1899 1900 1got 1902 
Australia... 4,339,845 5,554,513 18,423 
143,260 185,274 721 
2,770,755 1,668,207 5,182,533 1,644,577 8,556,813 
71,764 132,734 43,875 237,217 
457,450 
Britain... 15,502 


The United 2,039,371 395,009 12,370,022 1,388,372 864 
States .... 71,173 14,697 400,829 43,720 43 


Other 1,560 990 547 77,343 
countries . 41 27 14 2,069 


4,811,686 2,064,206 22,350,307 8,587,462 8,653,443 
143,913 86,480 692,341 272,869 240,050 


The figures were taken from the Monthly Summary of Commerce and Finance 
of the United States for February, 1904, p. 3006. A glance will show that the 
import trade of wheat, like that of rice, is dependent on many fluctuating con- 
ditions at home and abroad. The poor crop in Japan caused an enormous 
importation of wheat in 1903 to the value of 4,767,000 yen. From the above 
table, it is seen that Korea supplied during the five years, respectively, 57.5, 
80.7, 23.1, 19.1, and 98.8 per cent., in weight, of the wheat imported into Japan. 

*From the following table, it will be noted that in the five years between 
1898 and 1902 Korea supplied, respectively, 5.5, 26.5, 49.4, 46.8, and 19.8 per 
cent. in weight of the rice imported into Japan. 


Rice i picul=133% av. 
ice imported into Japan, 1898-1902 


Wheat imported into Japan, 1898-1902, | 


From 1898 1899 1g00 1901 1902 
British { 2,663,087 53,827 249,344 220,650 1,793,362 
India .... 11,642,416 174,507 9735747 876,057 7,530,356 
60,323 83,908 227,234 90,401 
231,625 327,673 867,272 341,689 
436,716 1,131,787 1,456,661 891,186 
1,689,909 4,604,166 6,009,641 3,961,312 
1 { 403 
Indies .... 1,816 
French 6,445,390 956,142 726,859 919,774 1,324,789 
India .... 25,762,726 3,354,095 2,739,752 3,190,420 4,651,395 
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practically all of the millet, beans and oil cakes imported into 
the country.’ In Korea, it is Japan alone of all trading nations 
which enjoys a large share, both in the import and export trade,” 
while the grains exported from Korea go almost entirely to 


From 1898 1899 1900 1901 1902 
Siam....... 969,413 143,575 94,530 287,504 409,307 
; 4,114,065 510,007 284,178 926,486 1,265,970 
Other _ | 1,576 9 58 25 27 
countries . 6,290 21 200 R> 94 
Total....... 11,696,252 1,650,502 2,286,979 3,111,938 4,509,072 
48,219,810 5,960,166 9,021,536 11,878,958 17,750,817 


From the Monthly Summary, February, 1904, p. 3006. As will be seen in 
the table, much rice comes also from Saigon and Bangkok, to which, however, 
Japan hardly exports anything. In Korea, on the contrary, the greater her 
exportation of rice, the larger her purchasing power of the goods from the 
country to which the rice goes. 

In 1903, rice imported amounted to 51,960,000 yen in value. 


! Beans and oil cakes imported into Japan in 1902, aa Ibs. av. 
yen=49.8 cents. 


From Renae, Oil cakes. 
Russian Asia......... { 
French India......... an 
The United States .... { on 
Other countries ...... { ae oan 


See the Monthly Summary, February, 1904, pp. 3006 and 3013. It appears 
that much of the oil cakes from Russian Asia was re-exported from 
Manchuria. In 1903, beans and oil cakes were imported to the value of, 
respectively, 7,993,000 and 10,739,000 yen. 

Attention is called to the fact that Manchuria and Korea supply Japan with 
so-called necessaries of life, and receive in return useful goods. 


2 Japan’s export Total import Japan’s import Total export 
to Korea. of Korea. from Korea. of Korea. 
10,554,0007" (13,823,0007") 7,958,000%" (8,460,0007*") 
| 11,764,000 ? 8,912,000 ? 
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Japan ;! and, in Manchuria, Japan controlled in 1902 more than 
40 per cent. of the shipping tonnage,” besides nearly 40 per cent.® 
of the direct import trade and over go per cent.* of the export 


? The Korean trade of Japan increased rapidly after the China-Japan war of 
1894-5, when the Chinese merchants withdrew from Korea and were replaced 
by the Japanese traders. It is feared that the present war between Russia 
and Japan might result in Japan’s losing much of her control of the Korean 
trade, as the foreign competitors would be eager to take advantage of any 
relaxation of effort on the part of the Japanese merchants. 

Different ports of Korea have of course different characteristics regarding 
their trade with Japan: as, for instance, at Chemulpo the Chinese merchants 
still enjoy a considerable share in the import trade; at Seul nearly all the 
export consists of gold bullion, which is almost exclusively bought by the 
branch of the First Bank of Japan; while at Fusan and Mokpo the Japanese 
monopoly of trade is almost complete. With these variations, however, the 
Japanese merchants control the major part of the trade of each port and 
consequently of the entire trade of Korea. They also carry a large amount 
of foreign goods to Korea, as seen in the following table: 


Japanese goods. Foreign goods. 
9,344,850 yen 1,209,332 yen 
ee 10,410,563 961,807 
529,450 
—The Kokumin, Jan. 30, 1904. 
The shipping also is largely in the hands of the Japanese. In 1902 their 
share in the Korean shipping was as follows: 


Vessels. Tonnage. 
Korean 27.2 per cent. 14.3 per cent. 
Japanese 75.6 
Russian 8.1 
Since that time both the number of vessels and the frequency of their 
navigation have been not a little increased by the shipping companies of Japan. 
* Of the 646 vessels, aggregating 538,349 tons, entered at and cleared from 
Niuchwang in 1902, the Japanese had 208 vessels and 231,857 tons, the British 
had 175 vessels and 175,252 tons, the Chinese had 80 vessels and 54,463 tons, 
followed by the German, Norwegian and Dutch. The Russians could show 
only 3 vessels and 1,223 tons, which was below their record for 1901 and less 
than one-half of the average of the five years 1896, 1897, 1808, 1899 and 1901.— 
The British Diplomatic and Consular Reports, Annual Series, No. 2999, p. 9. 
3 Exports (Japan). Imports (Japan). 
1,080,345 2. ( 970,663 7.) 635,085 2. (247,624 /.) 
1,137,429 (1,041,395) 695,020 (280,843) 
Average five years. 


1896-99 and 1891 ... 965,553  ( 880,917) 433,811 (131,143) 
—Ibid., p. 8. 


*The direct import trade of any trading nation at Niuchwang does not 
represent the actual amount of the articles imported from the country of 
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trade at Niuchwang, which was then the only port in Manchuria 
open under the ordinary customs rules. It should also be 
remembered that both the Korean and Manchurian trade is of 
recent origin,’ and its rapid growth has been largely due to 
the increasing trade activity of Japan,? so that the history of 
the past suggests the probable development in the future. There 
is every reason to believe that, with a reformed system of cur- 
rency and improved and extended cultivation of land and means 
of transportation, the trade of these two regions will show a 
tremendous increase. 

Korea and Manchuria, however, should remain open, not only 
for the trade, but also for the emigration and industrial enter- 
prise of the Japanese people. Since 1902 no passports have 
been required for travelers from Japan to Korea, whither, in 
spite of the occasional obstacles placed in their way by Korean 


that nation, for most of the foreign goods come to Niuchwang through some 
other distributing centres in China, such as Hong-kong or Shanghai. The 
Japanese goods, however, are nearly all carried by Japanese vessels. On the 
contrary, the American imports, besides jeans, drills, sheetings, kerosenes 
and flour, are not specified in the customs returns of Niuchwang, and con- 
sequently their nominal figures are insignificant (7,396 /. in 1901 and 40809 /. in 
1902), while Hong-kong, through which most of the American goods are 
imported into Niuchwang, showed, in 1902, 385,302 /., or 55 per cent. of the 
entire direct trade. On the other hand, the estimate made by the Bureau 
of Statistics, Department of Commerce and Labor, Washington, showing 
18,000,000 haikwan talls for the real import of American goods into Nin- 
chwang, seems to be pretty liberal. See British D. and C. Reports, annual 
series 2,990, p. 8, and the U. S. Monthly Summary of Commerce and Finance, 
January, 1904, p. 2328. 

*Niuchwang was opened as a treaty port in 1858, but its commercial 
importance may be said to date from 1899. Korea’s foreign trade did not 
begin till 1884, and it exceeded 10,000,000 yen for the first time in 1895. 

*In the case of Niuchwang, the growth of its import trade has been as 
largely owing to the energy of the Americans as the development of its export 
business has been due to Japanese activity. As regards the Korean trade, 
the following table will speak for itself: 


Korean trade Korean export Japan-Korea 
in merchandise. of gold. Total. trade, 


2,034,000 yen 21,075,000 yen 14,061,000 yen 
2,375,000 19,902,000 10,641,000 
2,933,000 18,158,000 11,972,000 
3,633,000 24,013,000 18,759,000 
4,993,000 28,151,000 21,425,000 

? ? 18,512,000 

? ? 20,676,000 


Nd 
| 

’ 

he 

1897 ......19,041,000 yen 
1898 ......17,527,000 | 
1899 ......15,225,000 
1900 ......20,380,000 § 
IQ0I ......23,158,000 
1902 ......(22,280,000) 
? 
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officials, the emigrants have proceeded, now for years, in increas- 
ing numbers, until there resided in 1903 nearly thirty thousand 
Japanese in the Peninsula. They migrate thither, not singly, 
like the Chinese, but often in families,” so that their settlements 
assume there a normal and permanent character unseen even in 
the Japanese island of Formosa. Nor are these colonists mere 
laborers like their brethren in Manchuria and the Hawaiian 
Islands, but for the most part independent men of business. 
They also naturally manifest a stronger sense of kinship and 
codperation in Korea than the merchants and capitalists do in 
Japan. In several Korean towns these Japanese settlers have 
established their own municipalities, with modern improvements, 
chambers of commerce, police and public schools, all of which 
compare favorably with those of the larger cities in Japan, and 
the advantages of which are enjoyed by native Koreans and 
resident Chinese. It is said that in some places the influx of 
the Japanese and their investments have caused a rise in the 
price of land and house rent. In Fusan, the port nearest to 
Japan, the 10,000 Japanese who live there own large tracts of 
land and occupy the main sections of the city. Here and every- 
where else the Japanese colonists seem to hold a position similar 
to that of the foreigners living in the so-called settlements in 
the larger treaty ports of China. Tourists are wont to con- 
trast the clean and well-ordered streets and the general ener- 
getic appearance of the Japanese quarters in Korean cities with 
the comparatively filthy and slothful Korean quarters. The 
branches of the First Bank of Japan have been issuing recently 

*In July, 1903, there were besides soldiers, 26,705 Japanese in the eight 
treaty ports and Seul and Pingyang. To these must be added about 4,000, 
who lived on some islands and places outside of the treaty ports. See the 
Déobun-kwai Hokoku (Report of the Débun Association), No. 41, pp. 95-6, 
and the Tsaishd Isan for October 18, 1903, pp. 29-47. 

*In July, 1903, of the 26,645 Japanese in Korea, 15,442 were men and 11,263 
women. It may be noted, in passing, that, in the case of Manchuria, a great 
majority of the Japanese women residing there are not the wives of the male 
settlers, and hence the comparative numbers of men and women there should 
not lead us to a similar conclusion as in Korea. This part of the problem 
of Japanese emigration opens up an interesting social question, which it is 


hardly necessary for us to discuss here. 
* From the legal standpoint, the Japanese have no right, outside of the treaty 


settlements, to live or buy land. 
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one-, five- and ten-yen banknotes,’ which have been of immense 
value to the foreign trade in Korea, the native currency of which 
is in a deplorable condition.2, The coasting and river naviga- 
tion, so far as it concerns foreign trade, is largely controlled by 
the Japanese, who, besides, own the only railway line in opera- 
tion in Korea, twenty-six miles long, running between the capital, 
Seul, and its port Chemulpo,® and, under the management of 
substantially the same company, are building* another and longer 
line—two hundred and eighty-seven miles—between Seul and 
the port of Fusan, which passes through the richer and economi- 
cally by far the more important half of the Peninsula.® It is 


*On February 28, 1903, there were about 598,000 yen of these notes in 
circulation against a reserve of 527,700 yen. The Russians at Seul have more 
than tried, though unsuccessfully, to induce the Korean Government to 
suppress the issue of the notes. 

* The nickel coins of Korea have been so debased and so much counterfeited 
that they are at a discount of more than 100 per cent. 

*The right of building this line was originally granted by the Korean 
Government to Mr. Morse, an American citizen, in March, 1896, who, however, 
sold it to a Japanese syndicate in November, 1898, and handed over to the 
latter the line before it was completed. The whole line was in working order 
in July, 1899. 

* Actual work was begun in August, 1901, but Japan’s want of capital was 
such that by the first of December, 1903, only thirty-one miles from both 
ends had been built. In view of the immense economic and strategic 
importance of the line, the Japanese Government, which had for a certain 
period of time guaranteed 6 per cent. annual interest on 25,000,000 yen, which 
was fixed as the minimum capital of the company, now further promoted its 
work by liberal measures, os as to make it possible for the company to com- 
plete the line before the end of the present year. Both the Korean and 
Japanse Imperial Houses own shares of the company. 

° The line passes through the richest and most populous four provinces of 
Korea, which comprise nearly seven-tenths of all the houses in the empire, 
and cover more than five-sevenths of the cultivated area of the country, with 
considerable capacity for future cultivation and improvement. The road also 
connects places to which the Koreans flock from neighboring regions for the 
periodical fairs held there. These fairs occur six times each month, held 
alternately in different places, besides great annual fairs in large cities. 
Among the thirty-nine stations of this railroad, six will be daily seen holding 
fairs, for which the traffic of passengers and merchandise through the road 
will be considerable. It is safe to say that five-sevenths of the entire Korean 
foreign trade belong to the sphere controlled by this line, and also that nearly 
all of this trade is in reality the fast growing Japan-Korea trade. The effect 
of the completion of the line upon this trade will be tremendous. See Mr. 
J. Shinoba’s Kan Hanto (“The Korean Peninsula”), Tokio, 1901. 
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not impossible to suppose that the Japanese people will succeed 
in their efforts to secure the right of extending this line beyond 
Seul up to Wiju on the northern border,’ and thence ultimately 
connecting it with the Eastern Chinese and the Peking-Shan- 
haikwan-Sinminting Railways, so as to render the connection 
by rail between Fusan and China and Europe complete.” The 
Mitsui Produce Company, another Japanese concern, monopo- 
lized the export of Korean ginseng, and, in 1903, despite the 
competition of the Russian Baron Gunzburg,® succeeded in 
extending the term of the monopoly for five years. Twenty to 
forty thousand Japanese fishermen along the Korean coast report 
an annual catch amounting sometimes to large figures. 

No part of Korea’s economic life, however, would seem to 
be of greater importance to her own future, or to depend 
more closely upon the enterprise of the Japanese settlers, than 
her agriculture. If it is remembered that nearly all her exports 
consist of agricultural products, and also that they largely supply 
the needs of Japan, we can readily comprehend the great com- 
munity of interest* felt by both countries in the agriculture of 
the Peninsula. We shall presently note also that, owing to the 
peculiar circumstances prevailing in Korea, her purchasing 
power and general commercial activity are so completely ruled 
by the conditions of her weather and crop as is seldom the case 


*The French have an agreement with the Korean Government regarding a 
Seul-Fusan railway. The Seul Government would build it with its own 
money, and the French would furnish engineers and material. Not a mile of 
rail has been laid by the impecunious Government, and the present war is 
rapidly changing the entire situation. A Japanese railway for strategic pur- 
poses has already been started from Seul northward. 

*It was one of the propositions from Japan to Russia during the long 
negotiations between them which have ended in the present war, that Russia 
should not impede Japan’s possible attempt in the future to extend the Fusan- 
Seul Railway in the manner above desczibed. 

*A promoter of Russian interests in Korea, and to all intents and purposes 
a semi-official diplomat for Russia, living at Seul and observing the political 
barometer of the Court at close range. Another person, perhaps less known 
to the outside world, but far more influential at Court, was a woman, Fraulein 
Sonntag, sister of the wife of the ex-Russian Minister Waeber at Seul. 

‘It is remarkable that the production of cereals and beans (respectively 
about 8 and 4 million koku) in Korea has grown to its present dimensions 
largely owing to the stimulus given to it by the increased demand for these 
articles in Japan.—The Kokumin, January 15, 1904. 
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with other agricultural nations.*. Upon the state of her agricul- 
ture, then, must depend the trade conditions of Korea, as well 
as most of her material strength and much of that of Japan. 
From this it is plain that the profound community of interest 
of the two nations calls for both the extension and the improve- 
ment of the agriculture of Korea. It is estimated that the 
extent of her land under cultivation is hardly more than 4,500,- 
000 acres, or about 8.5 per cent. of the 82,000 square miles 
known as the total area of the country, and that there exist at 
least 3,500,000 more acres of arable land which would be fully 
capable of sustaining five or six millions of new population, and 
would increase the annual crops of the land by not less than 
150,000,000 yen.” The cultivation of these three and a half mil- 
lion acres of waste land may most naturally be undertaken by 
the superior energy and industry*® of the Japanese settlers, who 
are already paying considerable attention, particularly in the 
southern half of the Peninsula, to this important branch of enter- 
prise. Not less important than the cultivation of new land is the 


*In Korea, the people are comparatively happy in good years, while in bad 
years they are reduced to great miseries and bandits infest all parts of the 
country. Such a sharp change of the entite condition of the nation according 
as to the state of the yearly crops is seldom seen in other countries. Some of 
the reasons for this important situation will be discussed later. 

* Calculated from the data given in the Kokumin for January 8, 1904. The 
official census of Korea for 1902 gives a population of 5,782,806, but, assuming 
that there live 145 people per square mile, which is one-half the density of the 
population in China, the Korean population cannot be much below 12,000,000. 
The official record of the land under cultivation is also untrustworthy for 
institutional reasons not necessary to mention here. 

* The notorious laziness of the Koreans, however, is not without extenuating 
circumstances, for the still more notorious corruption of officials constantly 
assumes the form, among others, of irregular but exhaustive exactions, so 
that it becomes unwise for the peasant to bestir himself and earn surplus 
wealth only to be fleeced by the officials. His idleness has now for centuries 
been forced, until it has become an agreeable habit. 

‘Foreigners have no right to buy land outside of treaty settlements, but, 
in fact, the Japanese have been buying land extensively, and no purchase 
has ever been cancelled. Officials sometimes interfere, but at other times they, 
too, sell their own land. Foreigners, of course, have the right of superficies 
and perpetual lease. As most of the land in Korea is under the ownership of 
nobles living in Seul, the more impecunious of their class are willing to sell 
their land which they do not till with their own hands and from which rents 
are ill paid. The price of land varies from place to place, but waste land 
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improvement of old land in Korea, where the art of husbandry is 
far less advanced than in either China or Japan. Lots are marked 
out carelessly, improvements are crude, and the manure most 
universally used is dried grass. The great rivers with all their 
numerous ramifications are hardly utilized for the purpose of 
irrigation, and the forests have been mercilessly denuded for 
fuel and in order to forestall the requisition of the government, 
which formerly used to order without compensation the cutting 
and transporting of trees by their owners, so that a slight 
drought or excess of rain works frightful disasters upon agri- 
culture. Another serious effect of the absence of a good system 
of irrigation is the comparative want of rice land, which always 
requires a most careful use of water.'. These conditions are 
all the more to be regretted, when it is seen that the soil is 
generally fair and the climate favorable. The cultivation of 
rice is said to have been first taught by the Japanese invaders 
toward the end of the sixteenth century, and yet, with all their 
primitive method, the Koreans are already exporting rice to 
the value of three or four million yen. Sericulture is still in its 
infancy, while tea, cotton, hemp, sugar, and various fruits are 
all declared to be tolerably well suited to the soil. The Japanese 
farmer finds here, particularly in the south, a climate and general 
surroundings very similar to his own, and otherwise eminently 
agreeable to his habits, and, along with the application of his 
superior methods of cultivation, irrigation and forestry, the com- 
mon interests of his country and Korea are bound to develop 
with great rapidity. The progress of agriculture would also 
gradually lead the Koreans into the beginnings of an industrial 
life, while the expanding systems of railways and banking would 
be at once cause and effect of the industrial growth of the 
nation. Another inevitable result would be the development 
is sold at two to twelve yen per acre, and cultivated tracts at twenty to one 
hundred and twenty-three yen. It is said that there is an agreement between 
the Korean Government and the Seul-Fusan Railway Company that the latter 
may lease 200,000 tsubo (163% acres) of land at each one of the thirty-nine 


depots of the railroad. Around Kunsan the Japanese already hold nearly 1,300 
acres. See the Kokumin, Jan. 1, 13 and 17, 1904, and the Tsashd Isan for 


Nov. 8, 1903. 
*See the Tsiishd Isan for August 3, 1903, and the Kokumin for January 7, 


15 and 16, 1904. 
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of the economic sense and the saving capacity of the Korean, 
the latter of which has had little opportunity to grow, not so 
much because of his small wage and high rent and interest, as 
because of the onerous, irregular local dues and the systematic 
exactions in various forms by the officials’ An advanced 
economic life, itself necessitating a reform of the official organi- 
zation, would at least make it possible for the peasant to work, 
earn, and save. Simultaneously and in an increasing degree 
would his wants, as well as his purchasing power, increase. 
Around the progress of Korea’s agriculture, then, must be built 
all other measures of her growth and power, as, for instance, 
transportation, industries, trade and commerce, finance, political 
reform, and military strength. In no other way can we con- 
ceive of the possibility of her effective independence, the cause 
of which has cost Japan and is now costing her so dearly. In 
no other light can we interpret the Korean sovereignty under 
the assistance of Japan. 

In regard to Manchuria, where the chances for development 
are far vaster, the Japanese people do not possess there as 
large vested interests, but entertain as great expectations for 
its future settlement and industry, as in Korea.? It was esti- 


*The rent is of two kinds: either to be decided anew each year after the 
harvest or to deliver to the proprietor 50 per cent. of the crop. It should 
always be remembered that a large majority of actual cultivators are tenants, 
the proprietors being limited to a small class of rich men, officers and nobles. 
The daily wage of the laborer on the farm averages 20 sen, but it is usually 
paid in kind, as are debts and repayments in many cases. The standard of 
life of the Korean farmer is perhaps lower than that of the Japanese, but 
apparently not less comfortable. The national land tax is said to be mild 
and largely discarded, but the house tax, special tax, local tax, and the like, 
bring up the dues of the farmer sometimes to an unendurable extent. The 
tenant, after paying his rent and other charges, is obliged to sell what little 
tice is left to him at the earliest opportunity, so that he henceforth becomes 
a buyer of rice, and consequently has little to buy other articles with, and 
still less to save, until his spring harvest of wheat comes in. Woe betide him 
when both the rice and the wheat crops fail! See the Kokumin, Jan. 13 and 
14, 1904, and the Tsiishd Isan for August 3, 1903, p. 21. 

* The recent increase of the production of millet in Manchuria may be said 
to be entirely due to the Japanese trade at Niuchwang. Of the three staple 
products of western Manchuria, tall millet is consumed by the natives, and 
beans are partly consumed and partly exported, while millet is cultivated 
purely for the purpose of exportation. It began to be exported to Korea in 
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mated before the present war that there resided more than ten 
thousand Japanese in Manchuria, who were either under the 
employment of Russian authorities in public works along the 
railway, or engaged in such small occupations as laundry work, 
photographing and hair-dressing," while many of the Japanese 
women, whose numbers in many a town preponderated over 
those of men, had been allured by unscrupulous parties who 
consigned them to disreputable occupations. Merchants and 
business men of greater capital and resources would be, as they 
often have been, attracted to Manchuria, were it not for the 
exclusive, and, in the hands of some of their officials, arbitrary, 
measures of the Russians.*, Under normal conditions of peace, 
the immensely greater resources of Manchuria, and the much 


August, 1901, and to Japan in 1902. Since the latter year, Japan’s demand 
for millet has steadily increased, and has caused a considerable rise in its 
price at Niuchwang. The cultivation of millet, therefore, is a pure gain that 
has been created by the trade relations of Manchuria with Japan. See the 
Tstishé Isan for Jan. 22, 1903, pp. 10-11. 

Far more important than millet as articles for exportation are beans and 
bean cakes. The entire trade conditions at Niuchwang may be said to depend 
upon the amount of the sale of these articles. The more they are sold, the 
greater is the importing capacity of the people of Manchuria. The nation 
which buys beans and bean-cakes in the largest quantities naturally commands 
the greatest facility in pushing their imports into Niuchwang. The exporta- 
tion of these goods doubled during the ten years between 1889 and 1898, while 
the amount of the bean production in Manchuria for 1900 was estimated at 
between 1,930,000 and 2,450,000 koku. Both the production and the exporta- 
tion must now be much greater. The increase was due in the main to the 
growing demand in Japan for beans and bean-cakes, as witness the following 
ratios of exports to China and Japan from Niuchwang: 


Beans, Bean-cakes. 
To China. To Japan. To China. To Japan. 
2 per cent. 95.8 per cent 4.2 per cent. 
39.3 50.2 49.8 


In 1903 the ratios must have been much greater for Japan than for China. 
The increasing demand for these products has induced many Chinese to 
migrate from Shantung to southern and western Manchuria and cultivate 
beans. See the Toyo Keizai Zasshi (“Oriental Economist”), No. 165 (July 
15, 1900) and No. 244 (Sept. 25, 1902). 

*An address by Mr. G. Hirose, a competent eye-witness, in the Ddbun- 
kwai Hokoku, No. 48, Nov., 1903, pp. 15 ff. 

*The same speaker refers to a Japanese capitalist who started a lumber 
business in Kirin Province and another who discovered coal deposits near 
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greater productiveness of its people, would seem to promise for 
Japan even a more important economic future there than in 


Korea. 

In summing up our preceding discussion, it may be stated 
that the natural growth or unnatural decay of the Japanese 
nation will greatly depend—ever more greatly than it now 
does—upon whether Manchuria and Korea remain open or are 
closed to its trade, colonization and economic enterprise; and 
that, in her imperative desire for the open door, Japan’s wish 
largely coincides with that of the European and American coun- 
tries, except Russia, whose over-production calls for an open 
market in the East. 

Thus far we have discussed only Japan’s side of the economic 
problem in Manchuria and Korea. Passing to Russia’s side, 
it is seen that her vested interests in Manchuria are as enormous 
as her commercial success there has been small. The build- 
ing of the Eastern Chinese railway has cost the incredible sum 
of 270 million rubles, making the average cost per verst more 


Harbin and began to mine it, but both of whom, in spite of the permits they 
had received from the Chinese authorities by regular process, were driven 
away arbitrarily under threats of the Russian military. Jbid., pp. 21-22. 

*The so-called Manchus, the original inhabitants of Manchuria, have 
migrated to China Proper, which they conquered during the seventeenth 
century. The present inhabitants of Manchuria are immigrant Chinese, whose 
greater economic capacity has been rapidly developing this immensely rich 
territory. It would be interesting to know whether the Russian occupation 
of Manchuria and the construction of its railway increased or decreased 
Chinese immigration and the consequent development of Manchurian resources. 
The reader is referred to the following opinion of the able United States 
Consul at Niuchwang, Mr. H. B. Miller: “United States trade in Manchuria 
with the Chinese,” says he in his report dated Dec. 5, 1903, “amounted to 
several millions of dollars per year and was almost entirely imports. It had 
grown very fast and would have had an extended and most substantial increase 
without the Russian development, for the country was being improved and 
extensively developed with a continual immigration from other provinces in 
China, before the railway construction began.”—The U. S. daily Consular 
Reports, Feb. 15, 1904 (No. 1877), p. 11. The Consul’s opinion does not 
directly answer our question, as it is his purpose to show that the American 
trade in Manchuria would have grown faster under the Chinese rule than 
under the Russian, whose policy he thinks is exclusive, and not that the 
progress of Manchuria would have been either more or less satisfactory 
without the Russian occupation. 
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than 113,000 rubles,’ or over $87,000 per mile, besides 70,000,- 
000 rubles lost and expended during the Boxer outrages and 
Manchuria campaign of 1900,? to say nothing of the normal 
annual cost of guarding the railway by soldiers, estimated at 
24,000,000 rubles.* The investments in permanent properties 
alone, besides the railway, are moderately valued at 500,000,000 
rubles. In return for these heavy outlays, the trade relations 
between Russia and Manchuria have been most disappointing.® 
This was probably due to a decreased demand for military sup- 


* An official report of the Province of Amur, dated June 22, 1903, denies that 
the actual cost of construction per verst was, as had been alleged, 150,000 
rubles, but 113,183 rubles. The Tsishd Isan for August 8, 1903, p. 46. 

In this connection, it is interesting to note in M. Witte’s report to the 
Czar after the former’s tour in the Far East in 1902, that the Siberian Railway 
had cost 758,955,907 rubles, but, with the Circum-Baikal section, would cost 
not less than 1,000,000,000 rubles, excluding the salaries of officers, expenses 
for soldiers, the Pacific fleet, harbor work, and the like. The Débun-kwait 
Hokoku, No. 42, p. 30. 

* According to the “Past and Present of the Siberian Railway,” compiled 
in 1903 by the Government committee in charge of the railway, as quoted in 
the Débun-kwai Hokoku, No. 51, pp. 58-60. 

*M. de Witte’s report of September, 1901, quoted in the Kokumin for 
Oct. 1, 1901. 

*Consul Miller at Niuchwang, in the U. S. daily Consular Reports, Feb. 15, 
1904 (No. 1877), p. 8. 

*It is, however, not possible to get the exact figures of the actual trade 
between Manchuria and European Russia. According to official returns 
(given in the Tsishd-Isan for November 25, 1903), exports from Russia to 
her Far Eastern possessions were as follows: 

51,000,000 “ 

The decrease must be largely due to the decreased demand for military and 
railway supplies, for it is seen that the falling-off has been most conspicuous 
in iron and steel wares and machinery. The Tsiishd Isan, Nov. 25, 1903, 
pp. 16-18. At the same time there was little or no import trade from the 
Russian possessions in the East into Russia, for the native products sent out 
from the former never passed beyond Eastern Siberia. 

It would be interesting if we could find out how much of these Russian 
exports went to Manchuria. The figures for the Pacific ports are given as 
follows: 


(These figures appeared in the U. S. daily Consular Reports, July 30, 1903.) 
If these figures are reliable, the difference between them and those given 
above, namely: 
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plies (for Russia has little to export from Manchuria, and 
Chinese teas have largely gone through Kiakhta or by the 
Amur, rather than by the Manchurian railway), and also to 
the difficulty of further reducing the freight rates on the rail- 
way,' and of competing successfully with the American and 
Japanese traders in certain articles for importation.? In spite 


less than 5,000,000 rubles 
more than 1,000,000 “ 
less than 300,000 


might be considered an approximate amount of the export trade from Russia 
to Manchuria (and Mongolia, which imports very little from Russia), for, 
of the Pacific ports, no other port but Vladivostok re-exports Russian goods 
into Manchuria, which re-exportation seems to be slight enough to be ignored. 
The approximate correctness of the figures is further seen from the fact that 
of the total 8,193,200 rubles of the Manchurian trade at Blagovestschensk, 
Habarovsk, and South Ussuri region,—the three main points of transit trade 
with Manchuria,—only one-half showed exports to Manchuria, and again, of 
this one-half, only a portion consisted of re-exported Russian goods. The 
South Ussuri district, for instance, sent only 130,800 and 206,000 rubles worth 
of Russian and foreign goods to Manchuria, out of the total export trade of 
799,500 and 2,221,300 rubles, respectively, in 1898 and 1899. See the Shiberiya 
oyobi Manshu (“Siberia and Manchuria”), Tokio, 1904, compiled by T. 
Kawakami, special agent of the Foreign Office of Japan, who was sent to 
Siberia and Northern Manchuria to investigate economic and military condi- 
tions there. Pp. 94, 119-121, 124, 138. 

Before the opening of the Manchurian railway (which took place in Feb., 
1903), the direct trade between Russia and the interior of Manchuria must 
have been slight. There are reasons to believe that the railway will not 
materially affect within a short time this direct trade from Europe to 
Manchuria. 

*For the relative advantages of the Manchurian railway and the Amur 
river, see the U. S. daily Consular Reports, August 5 and October 5, 1903, 
and January 19, 1904. 

*The Russia-China trade began more than 250 years ago. Before 1860, 
it was carried wholly on land, and its balance was nearly even. Since 
1860, when sea trade from Odessa was opened, the progress of this trade 
has been slower than the general foreign trade of China, and its balance 
has been heavily against Russia (6,702,000 against 45,945,000 rubles in 1900). 
More than half of the Russian imports into China consists of cotton fabrics, 
and over 80 per cent. of the exports from China to Russia are teas. Russia’s 
share in the entire foreign trade of China has also fallen from 4.6 per cent. 
in 1899 to 4.4 per cent. in 1900, 2.6 per cent. in 1901, and 2.3 per cent. in 1902, 
as compared with the growing share of the trade by Japan amounting to 
14.2 per cent., 15.9 per cent., 15.7 per cent., and 18.4 per cent., in those respec- 
tive years. Of the Russian share of 2.6 per cent. in 1901, Russian Manchuria 
occupied only 0.6 per cent. See the Tsashd Isan, July 8, 1903, pp. 1-4; T. 
Yoshida’s Shina Béyeki Jijs (Trade Conditions in China), Tokio, 1902, 


Pp. 128-9, etc. 
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of all the effort made by the late Finance Minister, M. Witte, 
Russia is not yet primarily a manufacturing country, her expor- 
tation of manufactured goods forming in fact only 2.5 per cent. 
of her entire export trade, and at best remaining stationary dur- 
ing the three years 1900-1902." 

Russia’s commercial failure in Manchuria in the past would, 
however, in no way justify the inference that the future will 
be as disappointing. All competent observers seem to agree 
that the undeveloped resources of the 360,000 square miles of 
Manchuria are enormous.” Its unknown mineral wealth, its 
thousands of square miles of land now under the bean and 
millet cultivation, but beginning to yield to the wheat culture 
and producing wheat at a market price of not more than forty 
cents per bushel, and its extensive lumber districts, as well as 
its millions of cheap and most reliable Chinese laborers,? would 
before long enable the Russians successfully to convert Man- 
churia into one of the richest parts of China and one of the 
richest countries in the world. A success of such magnitude 
must, however, largely depend upon a systematically protective 
and exclusive policy on the part of Russia, or, in other words, 
upon the completeness with which Russia transfers the bulk of 
the Manchurian trade from the treaty port of Niuchwang, and, 
so far as the Russian import from China is concerned, even from 

- 

Total exports from Russia 688,435,000 729,815,000 825,277,000 

Exports of manufacturers 19,553,000 21,039,000 19,263,000 
—From Russian official figures. The Tsiishd Isan, Nov. 25, 1903. 

* The reader is recommended to the reports of the United States Consul 
Miller at Niuchwang, particularly those which appeared in the daily Consular 
Reports for January 21 and 24, and February 5, 1904 (Nos. 1856, 1858 and 
1869). Reference should also be made to the ex-British Consul at Niuchwang, 
Alexander Hosie’s Manchuria, London, 1gor. 

The resources of Eastern Manchuria are well described in the Tsiashd Isan, 
October 13, 1903, and those of Northern Manchuria in the Shiberiya oyobi 
Manshu, Tokio, 1904, compiled by the Foreign Office of Japan, pp. 427-485. 

*The present population of Manchuria is differently estimated between the 
limits of 6.5 and 15 millions. Probably there are more than ten millions. 
Immigration was said to have been progressing rapidly under the Chinese rule. 

It is noteworthy that Siberia, with its larger area than Manchuria, contains 
only about eight million inhabitants. The productive capacity of the Man- 


churian inhabitants must be measured, however, not only by their larger 
numbers, but also by their far superior economic training. 
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the once important Russian port of Vladivostok, to the com- 
mercial terminus of the Manchurian railway—Dalny. Particu- 
larly in order to capture the import trade into Manchuria of 
cotton goods and kerosene oil, in the face of the great advan- 
tages enjoyed by American and Japanese competitors, Russia 
must at all cost make Dalny overshadow Niuchwang, so as to 
bring the trade under her complete control. Nothing but a 
highly artificial system could accomplish such wonders, for, under 
normal conditions, teas for Russia would go by the less costly 
routes through Kiakhta, or up the Amur, or by sea to Odessa; 
the native products of Manchuria for exportation to Japan would 
be sent to Niuchwang by the nearest, cheapest, and most natural 
channel, the Liao river, and, when the latter freezes between 
the end of November and March, by the Shanhaikwan railway; 
and, finally, the smaller cost of production and lower rates of 
freight of the American and Japanese cotton fabrics would 
completely outdistance the Russian. Let us observe with what 
artificial measures the Russians have been meeting this situa- 
tion. With a view to diverting the tea trade from Vladivostok 
to Dalny, Russia imposed an import duty of 3 rubles per pood 
from August, 1902, and increased it in May, 1903, to 25.50 
rubles,’ which with other measures dealt a crushing blow to the 
prosperity of Vladivostok.2 This must at least have stifled the 
transportation of tea up the Amur, without, perhaps, affecting the 
inroad of teas through the old Kiakhta and by sea.*_ As regards 

*The Tsiishd Isan for June 23, 1903, pp. 34-5. 

* Under this and other differential measures the commercial importance of 
Vladivostok is said to be fast passing away. Local merchants made a strong 
plea of their case before M. Witte when he traveled in the East in 1902, 
but on his return he reported to the Czar that the interests of the Empire 
demanded a large sacrifice at Vladivostok for the sake of Dalny. 

*In 1902 Russia took 882,893 out of the 1,519,211 piculs of teas exported 
ee The former were distributed, according to their routes, as 


Via Odessa and Batum 
Via Kiakhta 


—The U. S. Monthly Summary, Jan., 1904, p. 2420. 
Out of these 272,546 piculs, or 36,339,470 Ibs., 7,000,000 Ibs. are said to have 
been reshipped at Dalny. Jbid., 2386. We presume that the other 29,000,000 
lbs. largely went through Niuchwang, unless indeed the 7,000,000 through 
Dalny are not included in the 36,000,000 to Manchuria. 
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the export trade at Niuchwang, the Russians take advantage of 
the important fact that the Shanhaikwan railway does not pene- 
trate sufficiently north to reach the producing centers of western 
Manchuria, while the waters of the Liao are navigable only 200 
miles from the mouth and are, together with the harbor itself, 
ice-bound from November till March. Dalny is nearly ice-free 
and the Manchurian railway is available through all seasons. 
The only competitors of the railroad would seem to be the small 
bean-carrying junks plying down the Liao which are both owned 
and loaded by the same Chinese merchants. This competition 
the Russians meet by greatly reduced freight rates of the rail- 
way which make it possible for every 100 poods of Manchurian 
grain and beans to be carried 600 miles between Harbin and 
Dalny for about 57 cents gold, or $10 per ton.1 From Dalny, 
heavily subsidized Russian boats transport Manchurian exports 
to Japan at a freight-rate which, in conjunction with railway 
rates, amounts to the saving by the shipper of 4.50 yen per ton, 
as compared with the railway-rates plus the freight-rates of non- 
Russian vessels.2, When the flour industry of the Russian towns 
in Manchuria is developed, Russian steamers may be seen carry- 
ing flour from Dalny, not only to Japan, but to Chinese and 
Eastern Siberian ports. As for the import trade of Manchuria, 
the Russians, who ousted American importers of kerosene oil at 
Vladivostok, seem to be now by energetic methods slowly driv- 
ing away the same rivals from Chemulpo and from Dalny.® 

*See the Tsiishd Isan, April 18 and August 3, 1903, and the U. S. daily 
Consular Reports, Jan. 21, 1904 (No. 1856). Reduction apparently has not 
reached its minimum point. At present, it is unknown whether Dalny handles 
much of the Manchurian export trade. 

* The Kokumin, March 7, 1903. The ex-Japanese Consul at Niuchwang, 
Mr. K. Tanabe, doubt: that Dalny will completely displace Niuchwang as 
an exporting centre. The latter is geographically the natural outlet for the 
grain from the Liao Valley, and, in winter, the handling of this product is 
apt to be done more at Mukden than at Dalny, the latter becoming in that 
case a mere port of transit. Moreover, mercantile customs differ so much at 
Niuchwang and Dalny that it is not possible that the conservative Chinese 
merchants should readily transfer their business from the one place to the 
other. See Tanabe’s conversation in the Toyo Keizai Zasshi (“Oriental 
Economist”), No. 244 (Sept. 25, 1902), p. 16. 

* The central distributing station at Vladivostock has a capacity of 600,000 
poods, and the one to be built at Dalny will hold 1,500,000 poods, to which 
a special tank steamer will bring oil from Batum.—The Tsashd Isan, May 3, 
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Vastly more important as articles for importation than kerosene 
oil are cotton yarn and textiles, which are annually supplied 
from abroad to the value of over 12,000,000 taels. By far the 
greater part of sheetings, drills and jeans comes from America. 
The Russians are not unable to produce cotton fabrics almost 
as good as the American goods, but the trans-Siberian freight 
is twice as expensive as the Pacific transportation, and cannot 
be expected to be further reduced without great difficulty.’ It 
is not impossible to suppose that the Russian Government may 
ultimately apply to Manchuria the system of granting a premium 
and an additional drawback on textiles made from imported 
cotton which has been in successful operation in Persia. There 
is no question but that, together with the development of Man- 
churia under Russian control, foreigners would lose most of 
their import trade in lumber, butter and flour, and here again 
the Russian success must depend on the exclusiveness of their 
policy.2. Much has been said regarding the oft-reiterated wish 
of Russia to keep Dalny as a free port, but it is well-known that 
it has recently been placed under a protective tariff.2 We are 


1903. Americans tried to build warehouses at Dalny, but were opposed by 
Russians. The importation of American kerosenes at Niuchwang decreased 
from 3,172,000 gallons ($410,500) in 1901 to 603,000 gallons ($77,000) in 1902, 
and the decrease was in no small measure due to the Russian competition at 
Dalny. 

*The Tsiishd Isan, October 23, 1903, pp. 1-21; the U. S. daily Consular 
Reports, May 7, July 16 and August 28, 1903, and Feb. 23, 1904. 

*See Mr. Miller’s reports in the U. S. daily Consular Reports for January 
21 and 24, and February 5 and 6, 1904 (Nos. 1856, 1858, 1869 and 1870). 

Mr. James J. Hill, in a recent speech at Minneapolis, said that his great 
system of transportation, by taking advantage of all conditions, and by carry- 
ing full loads both ways, had been able to make a freight rate of 40 cents 
a hundred pounds of flour to the Orient, or one mill per ton-mile. Accord- 
ing to him, the effect of the growing exportation of wheat from the Pacific 
coast to the East seems to have caused an advance in its price at Minneapolis 
of 5 to 7 cents per bushel. In view of these facts, the possible exclusion of 
American flour from Manchuria would not be without serious effects, especi- 
ally if we consider Mr. Hill's opinion that the success of Mr. Chamberlain’s 
financial scheme would result in enabling Manitoba to supply all the wheat 
needed in Great Britain, thus leaving in the United States a large surplus of 
grain, for which other markets would have to be developed. See the American 
Review of Reviews for February, 1904. 

*The U. S. daily Consular Reports, Jan. 19, 1904 (No. 1854). Also see 
ibid., April 4, 1903. 
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not in possession of the details of this tariff, but its general 
significance can hardly be mistaken when we see how the Rus- 
sians have been reducing freight rates to the utmost, subsidizing 
their own steamers, and pooling together their great banking 
and railway facilities, all for the purpose, on the one hand, of 
developing Russian industries in Manchuria, and on the other, 
of monopolizing the bulk of its trade. Not only in trade, but 
in colonization also, the Russians have been building up new 
cities and developing old ones under their exclusive policy with 
an unheard-of rapidity. Dalny is a good example of the former 
class. Still more conspicuous is the city of Harbin, the so-called 
Moscow of Asia, the geographical and commercial center and 
headquarters of the railway-work in Manchuria, which is said 
to have consisted of a single Chinese house in 1898, but now 
contains 60,000 people.! Harbin is one of the so-called “depots,” 
over eighty in number, which are found along the whole length 
of the Siberian railway, each one of which extends over several 
square miles, within which none but the Russians and Chinese 
have the right of permanent settlement.” 

The meaning of all these protective and exclusive measures 
becomes plain, when it is seen that the complete control of the 
economic resources of Manchuria would give Russia, not only 


*See ibid., Feb. 15, 1904 (No. 1877, and the Tsishd Isan, October 8, 1903, 
PP. 42-3. 

* For the laborious process of obtaining permits to carry on business only 
for short terms in these great sites for future cities, see the Tsashd Isan, Sept. 
18 (pp. 40-1) and Nov. 23 (pp. 39-40), 1903. 

At Dalny, however, Russia has welcomed the cooperation of all nationals in 
its development, and has rather been disappointed at their comparative indif- 
ference. See Mr. F. Nakasawa’s conversation in the Toyo Keizai Zasshi 
(“Oriental Economist”), No. 262 (March 15. 1903), p. 13. The reasons for 
this modification at Dalny of the customary Russian policy are plain, for the 
port must be developed as rapidly as possible before the Russians can abso- 
lutely control its trade. Thus the importance of Dalny as a trading port 
brings to conspicuous prominence the universal contradiction of the Russian 
commercial policy in East Asia. Russia would exclude other trading nations 
from her possessions in order to control the trade, but is at the same time 
unable to develop it either without the codperation of other people or without 
some unnatural devices. 

In this connection, it is interesting to note that in July, 1903, the Russian 
Government informed other Powers that it had no intention of objecting to 
the opening of new treaty ports without foreign settlements in Manchuria. 
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sufficient means to support Eastern Siberia, but also a great 
command over the trade of China and Japan, the latter of 
which she might be able to reduce to dire distress, when neces- 
sary, by closing the supplies coming from Manchuria, upon 
which Japan will have to depend every year more closely than 
before! The success of these great designs on the part of 
Russia would depend upon how completely protective and exclu- 
sive her Manchurian policy can be made. 

Coming from Manchuria to Korea, we find the economic posi- 
tion of the Russians in a totally different situation, for either 
their vested or even their potential interest in the Peninsula are 
slight, excepting, perhaps, their already acquired timber con- 
cessions* on the northern frontier and the Kaiserling whale- 
fishery on the northeastern coast.2 It has beeen pointed out 
however, that the fact that Dalny is not altogether ice-free 
makes Russia covet Chemulpo or some other trade port on the 
western coast of Korea.‘ However that may be, it is safe to 
say that Russia’s interests in Korea are slightly economic, but 
almost wholly strategic and political. 


*On March 27, 1904, Russia declared that Niuchwang was under her 
martial law. This eventuality had been fully expected by Japan. The gravity 
of the situation, however, may be understood, when we remember that the 
Russian law of neutrality considers food as among contraband goods, so that 
the supply of millet, beans and bean-cakes from Manchuria to Japan was 
henceforth completely closed. 

* These concessions were acquired by the Russians in 1896 when the Korean 
King was still living in the Russian Legation in Seul. About May, 1903, 
after more than seven years’ inactivity, the Russians began to cut timber on 
a large scale along the Yalu river, and subsequently made extensive improve- 
ments at Yongampo at the mouth of the river. The political features of this 
event do not concern us here. 

*Kaiserling is a successor to the two other Russians who, one after the 
other, had been engaged in the whaling fishery on the Japan Sea for a long 
period of time. It was Kaiserling, however, who extended the work, made 
an agreement with the Korean Government, and is turning the business into 
an apparently successful enterprise. In 1901 his two vessels caught about 
eighty whales, which number was in 1902 increased to 300. The Tsishd Isan, 
Sept. 28, 1903, p. 34. 

“Mr. J. Sloat Fassett’s article in the American Review of Reviews for 
February, 1904, p. 174. 

In the winter of 1902-3, ice at Dalny was six inches thick. Mr. F. Nakasawa 
in the Toyo Keizai Zasshi (“Oriental Economist”), No. 262 (March 15, 
1903), p. 13. 
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Let us sum up our discussion at this point, and compare the 
economic interests of Russia and Japan in Manchuria and Korea. 
In Manchuria, both powers seek trade and colonization, with the 
important difference that Japan’s interests are actually great 
and potentially greater, while those of Russia are both actually 
and potentially preponderant. A difference of greater moment 
lies, however, in the fact that, so far as her trade and industry 
are concerned, Japan’s interests call for an equal opportunity 
there for all industrial nations, while Russia’s interests may be 
maintained and developed only by a highly exclusive policy. In 
Korea, its opening for the trade, settlement, and enterprise of 
the Japanese is not only the most natural method of strengthen- 
ing Korea herself, but also a primary condition for the life and 
growth of Japan. Russia’s economic interests there, on the other 
hand, may be measured by the number of her resident subjects 
and the extent of their enterprise, which are, outside of Yong- 
ampo, next to nothing. Her interests, being, as we shall soon 
see, mainly strategic and political, demand here also a policy 
directly opposed to the open door. If we now consider Man- 
churia and Korea together, it may be said that Russia’s economic 
interests are, even in Manchuria, rather for her glory as a great, 
expanding empire than for any imperative need of trade and 
emigration in that particular part of her Asiastic dominion, while 
similar interests of Japan, primarily in Korea and secondarily in 
Russia, are vital, as they are essential for her own life and 
development as a nation. The case for Russia can, perhaps, 
never be understood until her political issues are examined. 

Politically, also, the interests of the two powers are found 
to be directly opposed to one another. It has been rightly said 
that Manchuria is the keynote of the Eastern policy of Russia. 
Besides its immense wealth still unexploited, Manchuria pos- 
sesses the great Port Arthur which is the only nearly ice-free 
naval outlet for Russia in her vast dominion in Asia, while the 
1,500 miles of the Manchurian railway, together with the Great 
Siberian railway, connect this important naval station with 
the army bases in Siberia and European Russia, so that Man- 
churia alone would seem to be politically more valuable for 
Russia than the rest of her Asiatic territories. Without Man- 
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churia, Russia would be left satisfied with the ice-bound Siberia, 
with no naval or commercial outlet during nearly five months 
of each year. With Manchuria, Russia’s traditional policy, 
which has repeatedly failed since Peter the Great on the Baltic 
Sea and other European waters, as also on the Persian Gulf,— 
the policy of becoming the dominant naval power of the world,— 
would at last begin to be realized. The very importance of 
Manchuria for Russia, however, constitutes a serious menace to 
Japan and the general peace of the Far East. In the first place, 
the Russian control of Port Arthur gives her a large control 
over the water approaches to Peking, while the Mongolian rail- 
way now reported to be in contemplation would bring Russian 
land forces directly upon the capital of the Chinese Empire. 
The very integrity of China is threatened, and a more serious 
disturbance of the peace of the world could hardly be imagined 
than the general partition and internal outbreaks in China 
which would follow the fall of Peking under the pressure of 
Russia from Manchuria and Mongolia. Not less grave is the 
fact that Manchuria is geographically and historically connected 
with the Peninsula of Korea, which makes Russia’s occupation 
of Korea a necessary adjunct of her possession of Manchuria.’ 
Geographically considered, there exists no abrupt change from 
the eastern part of Manchuria to the northern half of Korea, 
which fact goes far to explain the Russian solicitude to obtain 
railway and other concessions between the frontier and Seul.? 
Even more serious conditions exist on the southern coast of 
Korea, which contains the magnificent harbor of Masampo, 
which constitutes the Gibraltar between the Russian fleets at the 
ice-bound and remote Vladivostok and the incommodious and 
not altogether ice-free Port Arthur, with no effective means of 
connecting them. Only by controlling this coast, Russia would 
not merely possess a truly ice-free and the best naval port to 


*It is well known that at several times in history kingdoms have been built 
which extended over both sides of the present boundaries between Korea 
and Manchuria. 

*It is noticeable that the Russian diplomatic historian already referred to 
gives as a reason for the desirability of placing Korea under Russian protec- 
tion the need of safeguarding the frontiers of Russian territories adjacent 
to Korea. The Ddbun-kwai Hokoku, No. 49, p. 8. 
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be found in East Asia,’ but also at last feel secure in Manchuria 
and complete her Far Eastern design of absorbing Korea and 
China and pressing down toward India. If, on the contrary, 
another power should control Masampo, it would be able to 
watch the movement of the Russian fleets in their attempts to 
unite with one another, and, also, seriously impede the greatest 
hopes of Russia’s Eastern expansion. From Japan’s standpoint, 
the Russian occupation of this section of Korea would not only 
possibly close Korea against her trade and enterprise, but also 
threaten her own integrity. Only fifty miles away lie the 
Japanese islands of Tsushima, which Russia has always coveted, 
and which would have been hers had it not been for the shrewd 
diplomacy of the late Count Katsu. From Tsushima the main 
land of Japan is visible on the eastern horizon, so that the pres- 
ence of Russia at Masampo would arouse in the heart of Japan 
thé most profound feeling of unrest. Russia must have 
Masampo, and Japan must not let her have it. 

In concluding our discussion of the vital issues, both economi- 
cal and political, which are at stake, it would seem that Man- 
churia is for Japan a great market as well as an increasingly 
important supply region of raw and food products and a field 
for emigration, while for Russia it is the keynote of her Eastern 
policy, and economically the most promising of all her Asiatic 
possessions. On the other hand, Korea is essential for Russia 
for the completion of her Manchurian policy,* and for strengthen- 

*The Bay of Masampo, which lies between the Island of Koji and the 
Korean coast, is said to be three nautical miles wide from east to west and 
a mile and a half from north to south, deep and broad enough to hold the 
largest fleet, and sheltered from winds from all directions. Several islands 
with sufficiently wide passages between them form a splendid gate to the 
bay, while the western extremity of the latter may be walked across when 
the tide is low, from the Koji to the coast. Masampo is the best but not 
the only good naval harbor on the southern coast of Korea. 

*In 1861, when some Russian marines landed here and took virtual posses- 
sion of the islands Awa, Katsu, who was then one of the officers appointed 
by the Yedo Government to study the possibility of organizating military 
forces after the western model, succeeded in setting the British Minister at 
Peking against the Russian Minister about the Tsushima affair. Russia was 
obliged to abandon the islands. See the Katsu Kaisha (a life of Katsu), 
Tokio, 1899, iii., pp. 57-59. 

*It is interesting to hear that Russian school text-books enumerate Korea 
and Manchuria among the Russian spheres of influence.—A letter from Tosui- 


sei, dated St. Petersburg, Feb. 13, 1900, in the Kokumin, April 1, 1900. 
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ing enormously her general position in the East. For Japan, 
Korea is nothing short of one-half of her vitality. By the open- 
ing or closing, strength or weakness, independence or fall, of 
Korea, would Japan’s fate as a nation be decided. On the con- 
trary, Russia, with Manchuria and ultimately Korea in her 
hands, would be able, on the one hand, to build up under her 
exclusive policy a naval and commercial influence strong enough 
to enable her to dominate over all other powers in the East, and, 
on the other, to cripple forever Japan’s ambition as a nation, 
slowly drive her to starvation and decay, and even politically 
annex her. From Japan’s point of view, Korea and China must 
be left open freely to the economic enterprise of herself and 
others alike, and, in order to effect that end, they must remain 
independent and become stronger by their internal development 
and reform.’ Russia’s interests are intelligible, as are Japan’s, 


*It is remarkable how little the spirit of Japan’s policy, which the writer 
has attempted to express in this sentence, is understood among the people 
here. A vast majority of people, not excluding recognized writers and 
speakers of the East, seem to ascribe to Japan certain territorial designs, 
particularly in Korea. It is not remembered that Japan was the first country 
to recognize the independence of Korea, the cause of which also cost Japan 
a war with China. The present war with Russia is waged largely on the 
same issue, for it is to Japan’s vital interest to keep Korea independent. 
From this it hardly follows that Japan should occupy Korea in order not to 
allow her to fall into the hands of another Power. If Korea is really unable 
to stand on her feet, the solution of the difficulty does not, in Japan’s view, 
consist in possessing her, but in making her independence real by developing 
her resources and re-organizing and strengthening her national institutions. 
It is in this work that Japan’s assistance was offered and accepted. It would 
be as difficult for any impartial student not to see the need of such assistance 
as to confuse it with annexation. The following Korean-Japanese treaty con- 
cluded on February 23, 1904, a fortnight after the outbreak of the war, 
embodies in a permanent form the true policy of Japan regarding Korea: 

“Mr. Hayashi, the envoy extraordinary and minister plenipotentiary of His 
Majesty the Emperor of Japan, and Major-General Ye-Tchi-Yong, the minis- 
ter of state for foreign affairs ad interim of His Majesty the Emperor of 
Korea, being, respectively, duly empowered for the purpose, have agreed upon 
the following articles : 

ArtIcLeE 1. For the purpose of maintaining a permanent and solid friend- 
ship between Japan and Korea, and firmly establishing peace in the Far East, 
the Imperial Government of Korea shall place full confidence in the Imperial 
Government of Japan and adopt the advice of the latter in regard to improve- 
ments in administration. 

Article 2. The Imperial Government of Japan shall, in a spirit of firm 
friendship, insure the safety and repose of the imperial house of Korea. 
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but unfortunately their desires are antagonistic to each other, so 
that a conflict between an open and an exclusive policy is ren- 
dered inevitable. The series of events during the past decades, 
particularly since 1895, which we cannot tarry here to discuss, 
only served to bring this conflict into a sharp clash in arms. 

In closing, it may not be entirely out of place to attempt a 
speculation upon the significance of the conflict, not to the 
belligerents, but to the world at large. From the latter’s point 
of view the contest may fairly be regarded as a dramatic struggle 
between two civilizations, old and new, Russia representing the 
old civilization and Japan the new. Two dominant features, 
among others, seem to characterize the opposition of the con- 
tending nations: namely, first, that Russia’s economics are 
essentially agricultural, while those of Japan are largely and 
increasingly industrial, and, secondly, that Japan’s strength lies 
more on sea than on land, while Russia represents an enormous 
contiguous expansion on land. It is evident that the wealth of 
a nation and its earning capacity cannot grow fast under a 
trade-system under which it imports many and exports few 
manufactures.' The commercial prosperity of Russia depended 


ArTICLE 3. The Imperial Government of Japan definitely guarantees the 
independence and the territorial integrity of the Korean Empire. 

Articte 4. In case the welfare of the imperial house of Korea, or the 
territorial integrity of Korea, is endangered by the aggression of a third 
Power, or internal disturbances, the Imperial Government of Japan shall 
immediately take such necessary measures as circumstances require, and in 
such case the Imperial Government of Korea shall give full facilities to 
promote the action of the Imperial Japanese Government. The Imperial 
Government of Japan may, for the attainment of the above-mentioned object, 
occupy, when the circumstances require it, such places as may be necessary 
from strategic points of view. 

ArtIcLe 5. The Governments of the two countries shall not, in the future, 
without mutual consent, conclude with a third Power such an arrangement as 
may be contrary to the principles of the present protocol. 

Articte 6. Details in connection with the present protocol shall be arranged 
as the circumstances may require between the representative of Japan and 
the minister of state for foreign affairs of Korea.” 

* Russian exports for 1900-1902 are classified as follows (1,000 rubles as 


unit) : 


Foodstuffs. Raw material. Animals. Manufactures. Total. 
381,174 260,806 17,902 19,553 688,435 
IQOI ...... 430,955 256,697 20,224 21,939 720,815 


1902 ...... 526,189 258,267 21,558 19,263 825,277 
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formerly upon its nearness, first to the trade-route with the 
Levant, and then to the free cities of Germany, but with the 
fall of Constantinople and the decline of the Hansa towns the 
business activity of southern and Baltic Russia has in turn 
passed away. Then, from the time of Ivan the Terrible, she 
unified her European territory, and expanded eastward on land, 
until she has embraced within her dominion much of Central 
and all of Northern Asia. For such an expansion Russia seems 
to have been particularly fitted, for her primitive economic 
organization suffers little from external disturbances, while the 
autocratic form of her government enables her to maintain and 
execute her traditional policy of expansion. But the real 
importance of her expansion appears to be more territorial than 
commercial, for the days of the land-trade with the Orient are 
numbered. Even the great Siberian railway would not success- 
fully divert the Eastern trade landward. If Russia would be 
prosperous, she must control the eastern sea by occupying North- 
east China and Korea. Here she comes in conflict with Japan, 
the champion in the East of the rising civilization. The eco- 
nomic center of the world has been fast passing to America, 
where cotton, wheat, coal and iron abound, the people excel in 
energy and intelligence, and the government is servant to the 
welfare and progress of the people. Japan has joined the circle 
of this civilization, ever since the influence of the youthful nation 
of America was extended to her through Commodore Perry and 
Townsend Harris, and the spirit of national progress through 

It is seen that the exportation of foodstuffs was the largest in value and 


increasing, while that of manufactured articles was the smallest (2.5 per cent.) 
and, to say the least, stationary. Imports were as follows: 


Manufactures. Foodstuffs. Animals. Total. 
183,682 79,844 1,136 572,004 
158,993 84,349 1,495 532,044 
148,800 81,409 1,403 527,005 


The importation of manufactures decreased, but also that of raw material 
did not increase, while, as shown above, the exportation of manufactures was 
slight and stationary. Figures have been taken from the Tsashd Isan for 
Nov. 25, 1903, which drew them from Russian official sources. 

It is interesting to note the unfavorable conditions of the foreign trade of 
Russia’s ally, France, in U. S. Consul Atwell’s report in the daily Consular 
Report for Feb. 24, 1904 (No. 1884), who quotes from Georges Blondel. 
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industry and education was eagerly adopted by her. To-day, 
Japan stands within the range of the interests of the British and 
American sea-power over the Pacific, Atlantic and Indian Oceans, 
while Russia, on the other hand, represents a vast expansion on 
land. The historical bearing of the effects of the old civilization 
to the world may, perhaps, be best characterized by the one 
word—unnatural. Observe, first, the effect of the policy of 
land aggression on the internal affairs of Russia. The policy 
is costly. Hence the great incongruity between the economics 
of the people, which are agricultural, and the finance of her 
government, which would be too expensive even for the most 
highly advanced industrial nation. Hence, also, it is perhaps 
that the richer and more powerful her government becomes, the 
poorer and more discontented her people seem to grow. Her 
administration must naturally be maintained at the expense of 
the suspicion of her people and the suppression of their freedom, 
and the suspicion and suppression must become more exhaus- 
tive as the disparity widens between rulers and ruled. Again, 
consider the unnatural situation of an agricultural nation com- 
peting in the world’s market with industrial, trading nations 
which command a higher and more effective economic organi- 
zation. If Russia would sell her goods, her markets abroad must 
be created and maintained by artificial means:? protective and 


* To-day there seem to be about 84,500 public schools in Russia, of which 
40,000 are under the jurisdiction of the Ministry of Education [compared 
with 28,862 public and private schools in Japan in 1900]. Toward the main- 
tenance of the 40,000 schools, the ministry appropriates only about $2,000,000, 
or a little over one-eighth of the annual cost. The teachers number 172,000 
[in Japan, 106,127, in 1900], and pupils and students, 4,568,763 [in Japan in 
1900, 4,948,763]. 7,250,000 children of school age are without any education 
[while in Japan, in 1901, the ratio of attendance to the number of children 
of school age was 93.35 per cent. for boys and 71.73 per cent. for girls, or, on 
the average, 81.41 per cent.]. See the U. S. daily Consular Reports for Feb. 
8 and March 4, 1902 (Nos. 1871 and 1892). 

*“The whole northern part of Asia Minor, according to the treaty between 
Russia and Turkey, is now placed under such conditions that Russian capi- 
talists have the area open to them, to the exclusion of foreign enterprise. A 
situation analogous is found in Persia, where the entire northern portion is 
acknowledged to be under the exclusive economic influence of Russia.”—Con- 
sul Greener at Vladivostok in the U. S. daily Consular Reports, April 22, 
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exclusive measures must be pushed to such an extent as to out- 
distance all possible foreign competition, the interests of the con- 
sumer must be disregarded, and those of the growing industrial 
nations must be sacrificed, all for the sake of artificially promo- 
ting the belated manufactures in Russia. From this unnatural 
state of things would seem to follow the Russian policy of ter- 
ritorial occupation and commercial exclusion in the East, and 
also her free use of the old-time intrigue in diplomacy, for it 
is Russia’s fortune that she would not be able to compete freely 
with the new, growing civilization, whose open arts she cannot 
employ to her advantage, but to whose advanced standard of 
international morals she must appear to conform. Her position 
forbids her to have recourse to an open policy and fair play, 
and yet she cannot afford to overtly uphold the opposite prin- 
ciples! On the other hand, the new civilization, represented 
in the present contest by Japan, relies more largely upon the 
energy and resources of the individual person, whose rights it 
respects, and upon an upright treatment by the nations of one 
another. What is the goal of the warfare of these two civiliza- 
tions? It is, it may be said, the immensely rich and yet unde- 
veloped North China, of which Manchuria is a part, and to 
which Korea is an appendix. Whoever wins, the issues are 
momentous. If Russia wins, not only Korea and Manchuria, 
but also Mongolia would be either annexed by Russia or placed 
under her protection, and Japan’s progress would be checked 
and her life would begin to fail. Russia would assume a com- 
manding position over all the powers in the East, while the 
trading nations of the world would be either largely or com- 
pletely excluded from an important economic section of Asia. 
The Siberian railway system might at last be made to pay, and 
Russia’s exclusive policy would enable her and her ally France 
to divide the profit of the Eastern trade with the more active 
industrial nations. The old civilization would enjoy an artificial 
revival, under the influence of which China and Korea would be 

*One can seldom find a more outspoken confession of a diplomacy consist- 
ing of a series of deliberate falsehoods than the chapters on the Russian rela- 
tions with China, Korea and Japan, from a diplomatic history by a Russian 


writer, as translated in the Débun-kwai Hédkoku, Nos. 45, 46, 48, 49 and 50 
(August, September, November and December, 1903, and January, 1904). 
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exploited by the victors and, for the most part,’ closed against 
reformatory influences from abroad. All these momentous 
“AS results would be in the interest of an exclusive policy incorpora- 
i ting principles which are generally regarded as inimical to 
freedom and progress. If, on the contrary, Japan should win, 
the doubtful importance of the Siberian railroad as a carrier of 
-. the Eastern trade would further be overshadowed by the Panama 
iy 7 Canal, and would be compelled to perform its, perhaps proper, 
rr’ A function of developing the vast resources of Siberia and Man- 
A churia. The Oriental commerce would be free and open; the 
a i ) Empires of China and Korea would not only remain independent, 
Wis but, under the influence of the new civilization, their enormous 
; resources would be developed and their national institutions 
ied reformed, the immense advantages of which would be enjoyed 
‘| it by all the nations which are interested in the East. There would 
naturally result a lasting peace in the East and the general 
i uplifting of one-third of the human race. Japan’s growth and 
progress after the war would be even more remarkable than in 
9) the past. In short, East Asia would be forcibly brought under 
Wn), the influence of the new civilization, the effect of which would not 
j j 7 be without a profound reaction upon Russia herself. Humanity 
be 4 at large, including the Russians, would thereby be the gainer. 
y The difference in the effects of the outcome of the war, according 
1 to who is the victor, would be tremendous. Which will win, 
/ 
\ 


) the old civilization or the new? The world at this moment 
Ny i) stands at the parting of ways. 


rf) *The Russian diplomatic historian to whom frequent reference has been 

: made frankly says that the feebleness and internal disorder of China are 
‘ welcome conditions for the expansion of Russian influence in the Far East, 


| i . i) and that it would be the height of folly to displace the weak China with a — 

“$ hi colonial possession of a European Power.—The Ddbun-kwai Hokoku, No. 
ay 48, p. 36. 

K. ASAKAWA. 
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THE PRESENT CONDITION OF RUSSIA. 
III. 


UESTIONS concerning population generally do not admit 
of exact treatment. Statistics are apt to be difficult to 
apply to them, and in Russia this is particularly the case, as it 
is rumored that for the last twenty years all Russian statistics 
have been manufactured at St. Petersburg with an eye to their 
effect on the market for Russian bonds. So much confirmation 
of such rumors has reached me from one side or another (in 
one case from an official in the Ministry of Finance) that I 
hesitate to accept such statistics unless otherwise corroborated. 
Personal observation, backed by reports at first hand from other 
observers, and especially by those of large employers, both Rus- 
sian and foreign, is therefore the main reliance. However care- 
fully handled, such evidence is always open to question, and in 
the following pages much must be taken as the impressions 
of a traveler. 

Probably the population of Russia is the most mixed on the 
globe, its nearest competitor being the Turkish Empire. 

In fact the real Muscovites are supposed to form less than 
one-third of the total population, and many that are so con- 
sidered are not even mainly of this stock, although over a large 
part of the empire Russian has crowded out all other tongues. 
Wallace showed conclusively thirty years ago that even in the 
country between Moscow and St. Petersburg, known as Ancient 
Russia, a large part of the population was of Finnish origin. 
Though in most of the villages only Russian was spoken, he 
was able to show a continuous series of stages of transition from 
a few villages which still spoke Finnish and maintained usages 
similar to those now to be found in Finland, except that their 
religion was Greek, to others where scarcely any traces of Fin- 
nish customs remained. Many considerable districts have come 
to appear homogeneous, but I have been assured by Russians 
from the South that the Slavonic type had dark hair and eyes, 
while those from the North say that yellow or auburn hair 
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and blue eyes characterize the true Slav. The truth is that 
while probably there once was a Slavonic type which was pretty 
well defined, and probably was somewhat darker than the Ger- 
manic, no one knows just what it was. It is pretty well estab- 
lished that the Bulgarians, who were not of Slavonic stock, 
abandoned their own language for a Slavonic dialect, which 
then became the hieratic language of all the Slavonic peoples, 
as Christianity was diffused through the Bulgarians to the Slavs. 
Probably they were only one of many tribes who adopted the 
language of their Slavonic victims or conquerors, as the Greeks 
of the Crimea and coasts of the Sea of Azof adopted that of 
the Tartars. 

Perhaps the best guess that can be made is that the blond 
Slavs are the result of amalgamation with Teutons and Finns, 
while the darker peoples represent strong admixtures of Greek 
and other Mediterranean races. 

With such diversity of origin it would seem at first that gen- 
eral characteristics would be difficult to find. Nevertheless dis- 
tinguishing traits manifest themselves which are typical of this 
region, some of them in striking contrast to those of people of 
the same stock under other conditions. There are gradations 
also, of course, in so vast an empire. The Tartars in the east 
have the reputation of being the best workers in that region, and, 
in fact, are depended on for the hard labor in loading and 
unloading steamboats, etc., while in Kurland and Livonia the 
German and Lithuanian peoples are considered the most reliable 
part of the whole population and hold a great proportion of the 
positions of trust throughout the empire, to the disgust of all 
Muscovites, who look upon them as foreigners. Again in the 
Northwest the peoples of Finnish stock seem a little more labori- 
ous and careful than those of the South, but the contrast is 
nowhere stronger than between these Northwestern peoples and 
the Finns of Finland, who even now are not fully incorporated 
into the Russian Empire, though the successive treaty viola- 
tions by Russia since this century began only leave them a 
few of their former prerogatives. 

The population of Finland has been described by a French- 
man as fantastically honest, and in more ways than one they 
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resemble in their industrious poverty those grim protestants who 
settled on Massachusetts Bay in 1620, in striking contrast to 
their relatives not far off who have been for centuries under full 
Russian sway. There is a borderland very thinly inhabited, 
consisting of the morasses which Peter the Great wrested from 
Charles XII not quite two hundred years ago, but beyond this 
the typical Oriental characteristics appear. 

The peasants make up nine-tenths of the population of Russia 
proper, and the mercantile class and the nobility are so imme- 
diately of the same stock that it is safe to include them in a 
general description, although here, as everywhere, there are 
exceptions. 

From our standpoint the Russian peasant is idle and good- 
for-nothing. He lacks honesty, industry, intelligence and edu- 
cation, but except under the stress of great privation he is light- 
hearted and good-humored and cares not for the morrow. He 
delights in flowers and things red. In fact, his word for excel- 
lent means simply very red. Energy he completely lacks, but 
he probably has a code of his own and perhaps lives up to it 
as closely as other peoples do, and despises others with even 
superior ignorance. He is most hospitable, and will divide his 
last crust with a guest, a fact which has encouraged a bound- 
less army of tramps, who under the guise of Pilgrims roam all 
over Russia and laugh at the police; and he often displays a 
really touching fidelity to those to whom he feels himself bound. 
On the American in particular he looks down as upon a being 
incapable of comprehending the joys of life. Debt and the taxes 
fail to disturb his equanimity. At least in the view of many 
employers the lash is the only stimulus sufficient to keep him at 
work. He has discovered that the government finds it necessary 
to forgive arrears of taxes, whenever they accumulate beyond 
a certain amount, and heartily believes in sinning much that 
grace may abound. He has also learned that the government 
knows that he can pay no taxes if he can raise no crop, and 
so cheerfully eats his seed corn, secure in the feeling that the 
government will provide more. In fact this sentiment is grow- 
ing so rapidly that in spite of the fact that the harvest for 
1902 was the best that Russia has known for many years, the 
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budget for 1903 showed a larger provision for such aid to 
the peasantry than any of its predecessors as far back as I have 
been able to find such an item. 

His chief ambitions are to sleep in the sun, and when he can 
afford it to be drunk. A typical story is current in Russia 
of an emigrant who met at Chicago a carpenter whom he had 
known at home in Russia. “How much do you get?” was his 
question. “Three dollars a day.” “Three dollars!’ Why is it 
that you are not drunk every day?’ In most characteristic 
manner the story shows how the other proceeded to give, with- 
out any consideration for truth, the answer which seemed most 
likely to satisfy the first by saying, “Oh, the liquor in this coun- 
try is so bad that nobody can drink it.” 

Russians standards are not ours, and respect for the truth as 
such is unknown there.t The native’s instinct is not to tell 
the truth unless some reason appears for doing so. He has 
occasionally seen unpleasant results follow truth-telling, and 
with a kind of animal cunning which he has highly developed, 
prefers to take no risks. He is so suspicious of attempts to 
discover the truth that he frequently lies when it is against 
his own interest to do so. 

To my mind there is profound philosophy in the saying, “Ye 
shall know the truth and the truth shall make you free.””’ Where 
no one thinks of believing a word that comes from his neigh- 
bor’s mouth, freedom is impossible. 

Serfdom followed by communism is not a good school for nice 
distinctions as to the rights of property, and accordingly it is 
not surprising that Russians should have a great reputation for 
dishonesty. This is so universal that in the hotels very few 
Slavonic servants are seen. In St. Petersburg they are mainly 
what are known as Balts, that is, the Teutonic inhabitants of 
the Baltic provinces. In Moscow preference is given to Tartars, 
as Russian guests do not like to leave even their hats in the 
custody of Russian waiters. Indeed, I was cautioned in the 
best hotel in Moscow against giving letters to servants to be 
mailed. 


*See Wallace’s Russia, page 326, and Leroy-Beaulieu’s L’Empire des Tsars, 
vol. i, p. 444, ete. 
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The Russians will frequently show great ingenuity in stealing, 
and this is so universal that in many factories it is customary 
to search all workmen as they leave the works, sometimes with 
curious results. An old friend, who for several years had been 
managing a factory, told me that one man coveted an anvil in 
their blacksmith shop. He went into the shop groaning as 
if in great pain, and sat down on this anvil, letting his cloak 
fall around him. Two friends, hearing his groans, came in and 
started to carry him home. All went well till they reached the 
gate, but with the customary Russian disregard for the suffer- 
ings of others the porter paid no attention to suggestions that 
it was cruel to stop a man in such pain. A very cursory exam- 
ination revealed the anvil under his cloak, but no one thought 
any worse of him, because his pain ceased immediately. 

A curious thing is that on general principles the police and 
the courts seem to sympathize with the criminal. With politi- 
cal offenders the courts generally have nothing to do. These 
are handled by what is known as administrative process, without 
trial and often with great severity, but it is quite in keeping 
with Russian character not to be hard on a poor fellow who 
merely broke the law. Wallace put it, “that all classes of the 
Russian people have a certain kindly, apathetic good nature 
which makes them very charitable toward their neighbors, and 
that they do not always distinguish between forgiving private 
injury and excusing public crimes.” From a considerable num- 
ber of cases which came to my notice Russian criminal penalties 
seem absurdly mild. Moreover the efforts of police and prose- 
cuting officers to avoid finding the culprits were very evident 
in a case of arson, which came to me at first hand, and in more 
than one case of theft. These and offenses against the ortho- 
dox religion are the lines that Wallace mentions as likely to 
be very severely dealt with. There seems to have been a change 
since his day. I was told bya “Juge d’Instruction” (an officer 
with powers concerning all crimes something like those of our 
coroners, with reference to murders), a graduate of the law 
school at St. Petersburg, and himself a Lutheran, that the only 
penalty for the chief religious offense, i. e., apostasy from the 
“orthodox” faith, was to be talked as near to death by the vil- 
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lage priest, as the latter saw fit. This is so directly opposed 
to what is ordinarily understood that perhaps it is only one 
of the common anomalies in Russia, by which laws reach the 
dead letter office in districts where it is inconvenient to enforce 
them. This district contained many Molokam, Stundists and 
other dissenters, besides Tartars, who have a great reputation for 
relapsing into Mohammedanism after being baptized. 
¥ } Gg The same tendency to leniency appeared in the trials of the 
peasants who attempted a revolution in the province of Kharkoff 
in April, 1902. Their leaders were let off with the extremely 
light sentences of six months, merely winter quarters (except 
one, who was flogged to death on the spot), and the court 
refused to hear testimony that many peasants had been whipped 
and robbed, and their women violated by the soldiery. Again 
it was strikingly shown in the trials of the leaders of the mob at 
Kishenief. All civil suits brought by the Jews for damages were 
summarily dismissed. The heaviest sentence for any of those 
guilty of murder and arson was two years of imprisonment, 
while the lawyers for these favored criminals were sentenced 


bs to exile in Siberia (by administrative process, I believe), because 
| 4, in carrying out their duties they attempted to carry up the 
J responsibility and show that the rioters had been incited to 


riot by those in authority. As far as I can find, no punishment 
has been inflicted on those guilty of similar offenses at Gomel 
a few months later. 

A curious and typical reason for this leniency appears. They 
do not know what to do with criminals. Whipping has been 
abolished (though it is still said to flourish in country places). 
A few years ago, when the railroad was extended to Lake 
Baikal, it was found impossible to induce such settlement as 
to give the railroad a chance to earn running expenses so long 
as Siberia was known solely as a dumping ground for criminals, 
and also it became very difficult to keep them there. Even 
before, according to Leroy-Beaulieu, ten per cent. of them 
escaped back to Russia. As a result, except for the island of 
Saghalien, and one or two other remote districts kept for 
politicals and worst criminals, Siberia was given up as a penal 
settlement. Without Siberia as an every-day expedient, the 
prisons filled up apace. 
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Even-handed justice seems little known in Russia. More 
than one employer has told me that he did not dare to carry 
a case of any kind into a criminal court, as a Russian jury 
(they have juries in criminal cases only and do not require 
unanimity) was sure to acquit for any crime against an em- 
ployer; but in one case where a right of way was wanted, 
and the peasants demanded high prices for the land, a Russian 
concern, to whom the local judge was in the habit of selling 
horses at five times their value, simply went ahead and seized 
the land, trusting that the peasants would rather yield than risk 
a law suit. It is very wicked in Russia to attempt to right 
such an injustice without due form of law. The land was 
unfenced (fences are almost unknown there) and the offenders 
were difficult to dislodge. I believe that some of the land 
was never paid for. 

If a victim is needed, he is generally forthcoming. Many an 
innocent man has gone to Siberia because a prisoner had escaped 
and someone tallying with the description of him was wanted 
to make up the tale of a convoy. Officers in charge of convoys 
have been known to apply to the starost (elder) of a village 
to know whether there was a man in the village whom they 
would be glad to be rid of, and who would correspond with the 
description of the missing man. In one case that came to my 
knowledge, the starost had indicated the foreman of a factory 
(he owed him a grudge), but the leader, when remonstrated with 
by the employer, who was wakened out of bed with the news, 
was pleased to get another substitute for a small consideration. 
He added that it was lucky that they had caught him so quickly, 
as a few miles further on he should have turned his complement 
over to his successor, and, of course, the successor would have 
known nothing of the circumstances. 

This employer, who told me this tale, was not long after 
expelled from Russia with many others under an ukase expelling 
all foreign engineers from Polish factories on the pretext that 
their presence was politically dangerous. Not one was to be 
allowed to stay over twelve months, unless he became a natural- 
ized Russian subject, a condition nearly all were unwilling to ful- 
fill. Before the year was out, it became evident that it would be 
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impossible to obtain competent Russians to take their places, and 
another year of grace was added, but at the close of that year 
they were forced to go, although the instigators of this action are 
said to have clamored for further delay at least, if not for appeal. 
It is understood that this was an attempt to buy out at forced 
sale the German manufacturers who were then making great 
profits in Poland. It succeeded, for there was an immediate 
rush to sell out on the part of the foreign shareholders, but it 
is said that the end was not favorable to the Russian pur- 
chasers, for in general they were unable to keep down the 
cost of manufacture without the foreign engineers. 

Henry Norman’s conclusions are very different from mine, 
but if he had seen, as I have seen, the seamy side of Russian 
conditions, perhaps his point of view would have changed. I 
will call attention to one remark on page 109 of his book on 
“All the Russias,” where he speaks of the state of the bells 
and the bathtubs on the Siberian train de luxe. This is typi- 
cal of the condition of most things in Russia. The scrap heap 
of almost any Russian factory is a sight to behold. Many a 
splendid machine has gone there because, owing to some 
stupidity, it failed to work when first tried. It was condemned 
without any attempt to set it right, because some one got a 
commission on the order for another to take its place. I know 
of one factory there which was equipped to be the largest of 
its kind in the world. Not one-quarter of its machinery in 
one department has ever been in use at the same time, and 
about half has never been in use even as a reserve, and yet an 
order has gone forth condemning it all, and this year it is 
to be replaced by a new system on a scale perhaps equally elabo- 
rate. There had been very little improvement in other coun- 
tries in this line of manufacture since this factory was first built. 
It does not seem likely to me that the new system will be more 
successful than the old, unless there is a change in manage- 
ment. 

Perhaps the best explanation of the Russian character lies in 
assuming that the Russian for many generations has been guided 
solely by his passions. To him principle and purpose are strange 
ideas. Like the South Italian or the negro, he is the child of 
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the moment. Indeed, the fairest comparison for the ex-serf 
seems to be with our negro population. Both were emancipated 
involuntarily at almost the same time, the Russians in 1861 
and 1862, and the negroes from 1861 to 1865. Like the Rus- 
sians, the negroes in America are the result of an indiscriminate 
mixture of many peoples, and yet like them they have charac- 
teristic traits which few of those who know them will deny. 

The similarity between the Russian peasantry and our negroes 
becomes more striking the more the two are studied. Tilling- 
hast’s “Negro in Africa and America,” the best study on the 
subject which I know, though perhaps a little pessimistic, quotes 
Bruce on the “Plantation Negro,” as saying: “The divorce 
between religion and morality in the life of the negro fills 
the observer with astonishment.” Tillinghast says, in another 
place: “In common with all peoples of low culture, the West 
Africans are unstable of purpose, dominated by impulse, unable 
to realize the future and restrain present desire, callously indif- 
ferent to suffering in others, and easily aroused to ferocity by 
the sight of blood or under great fear. More peculiar to 
themselves are a pronounced aversion to silence and solitude, 
a passionate love of rhythm in sound and motion, an excessive 
excitability, and utter lack of reserve—their intense emotions, 
their strong sexual passion, their cupidity, their erratic impulses 
are continually breaking control, even at the cost of immediate 
disaster.” He also brings out their mendacity and low cunning 
and incapability for organization. 

Every one of these characteristics, as well those mentioned 
as specially characteristic of the negro as those common to all 
peoples of low culture, appeals to me as strikingly true of the 
Russians unless it be the aversion to silence. The traits which 
we look for in the South Italian, the dolce far niente, the uni- 
versal thieving and eye service, are unmistakable. 

When we find a population mainly of Finnish descent exhibit- 
ing traits so diametrically opposed to those manifested among 
the Finns of Finland, though under almost identical conditions 
of soil and climate, some other reasons must be sought to 
account for these characteristics. Serfdom never existed in 
Finland. 
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Comparing the Russians again with our negroes, it is easy 
to see that, with both, centuries of servitude must have dulled 
their instincts as to property rights and veracity, wherein the 
true Finns so excel that they have been called fantastically 
honest. 

As to property, it was the boast of Alexander II that his 
ex-serfs were better off than the peasantry of most European 
countries, as they owned the land tilled by them; but they 
continued to be tied down by laws preventing them from leav- 
ing their villages, and the taxes imposed on the communities in 
which they dwelt were so severe that perhaps even the property- 
less negro was better off at first, and since then much has been 
done, both by the authorities and by missionaries from the North 
to raise the negro financially, socially, morally, and religiously; 
moreover only in a few districts did the negroes form a large 
majority of the population. On the whole, there seems little 
question that the condition of the negro has improved some- 
what and is still slowly rising, except as to political influence 
and power. Booker T. Washington may, perhaps, be considered 
too enthusiastic, but his own progress has been immense, and 
he is not alone. On the other hand, even Kergall pointed to 
the condition of the peasantry in Russia as a serious menace, 
though the rest of his essay was so laudatory of everything Rus- 
sian that it was being circulated gratis by the Russian financial 
agency in Paris two years ago. Outside of the cities little has 
been done to improve the condition of the mass of the former 
serfs, except for a few individual efforts, and often these have 
been discouraged by the authorities, as when Tolstoi was for- 
bidden to open soup kitchens in the famine districts. 

Very few of the lower classes of Russians (making go per 
cent. of the whole) can read or write. In 1896 only 28.4 per 
cent. of the recruits for the army could write, even according 
to the low Russian standard, and the recruits would run well 
above the general average. 

There is little doubt both that illiteracy among the negroes is 
less than among the Russians, and that it is decreasing. The 
census of 1900 showed only about 48 per cent. of illiterates 
among the negroes in the Southern and Southern Central States 
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versus about 76 per cent. in 1880. Even Mississippi makes 
some provision for the education of negroes, while among the 
Russian peasants education seems to be on the decline. Quite a 
number of schools had been started by the zemstvos, but within 
the last three years many have been closed by practical confisca- 
tion of their means of support for the needs of the imperial 
treasury. Their principal revenue seems to have been derived 
from the sale of liquor licenses, and these have been abolished 
by the extension to all Russia in Europe of the imperial liquor 
monopoly. Some compensation was allowed to the former 
liquor dealers, but none to the local authorities. It is an open 
secret that the Minister of the Interior was not grieved to see 
their powers thus restricted. 

The negro has to face one difficulty from which the ex-serf 
is free. There is no difference in race between peasant and 
noble, so that the peasant has no social obstacle to overcome 
to rise to the highest position in the state, if he has the ability 
and energy; while the faintest trace of negro blood condemns 
the individual in our country to social ostracism. But even this 
seems to be finally turning to the negro’s advantage. 

Its first effect was to drive the negroes together for mutual 
support. Whereas at the close of the war they were fairly 
distributed over the richer parts of the South, they have drifted 
together so that many counties now show over 80 per cent. of 
the population colored. They have been most degraded where 
the whites were fewest, the remnant being mainly Jewish mer- 
chants who were exploiting the negroes most usuriously, as the 
Jewish middlemen have done with the peasants in Russia. But 
three new features have lately developed which cooperate to 
improve the situation. First, an improved demand for labor 
has led the planters even in some of the most benighted parts 
of Mississippi (the State having the largest proportion of 
negroes, rising in one county to 94 per cent.) to improve the 
quarters, so that the scandal of the one-room cabin for a whole 
family is slowly passing away. The chimneys made of sticks 
plastered with mud, which formerly characterized alike the izba 
of the serf and the cabin of the slave, are slowly disappearing 
throughout the black belt. Almost all the new chimneys are 
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of brick, and glazed windows are becoming more frequent. 
Second, concentration has made the negroes easier to reach, 
and the industrial missions, manned sometimes wholly by 
negroes, are beginning to exert an influence all the more power- 
ful because nominally they do not aim at the negro’s morals 
or religion, but only to improve his temporal state. Often these 
are connected with small corporations for buying land whole- 
sale and cutting it up for sale to negroes at a small profit, so 
as to return to the stockholders 6 per cent. on their investment. 
These companies make a point of trying to keep their clients 
out of the hands of the Jews, and make easy terms so that the 
customers can slowly work out of debt. Often they have stores 
where staples are sold at a fair profit, but where the negro is 
not urged to buy unnecessary luxuries. These institutions are 
making the negro’s path easier in enough neighborhoods to 
affect the general average sensibly. The region around Tus- 
kegee is notably less degraded than similar districts fifty miles 
away. Its influence is plain for a radius of at least ten miles. 
The number of one-room cabins for that distance is very small, 
and many farmers have patent seeders and other simple machin- 
ery, and they are fairly provided with cattle. There is 
scarcely a white farmer in this district. 

But, perhaps, the most important point is that the segregation 
is causing differentiation among the negroes, thus giving those 
of most ability the leadership which naturally belongs to them, 
and creating an organization instead of the incoherent mass 
which they formed before. I do not refer to exceptional men 
like Booker T. Washington, but to the host of minor leaders, 
who collectively are more important than any single individual. 

As the negroes gathered, the whites withdrew to the towns, 
ultimately giving over the care of their plantations to colored 
superintendents. These men are plainly destined to become the 
eventual owners of the land if this tendency continues, and thus, 
each in his radius of action, the center of resistance to the white 
usurer, who now seems the worst foe of negro development. 
Plainly the hope of really improving his condition has begun 
to act on many a negro, prone though he be to quick discourage- 
ment, and it is raising individuals among them to an important 
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extent; but for the Russian peasant, tied down to his commu- 
nistic holdings, and seeing the whole community a little worse 
off year by year, generally no such stimulus exists, except in 
sporadic cases, too few to be significant. Even among those 
who have abandoned agriculture to become factory hands there 
is bitter disillusionment, as is indicated by the great strikes of 
1902 and 1903. Since then their case has been rendered even 
worse by the admission of German pig iron duty free as a war 
measure. This is probably a death-blow to many blast furnaces. 
The iron industry was staggering before, with decreasing output, 
even under the stimulus of a protection which seems extrava- 
gant to us. In a pamphlet on preferential tariffs issued last 
September, Mr. Balfour estimated the average duty charged on 
English goods entering Russia to be 130 per cent., while those 
to this country paid about 70 per cent., and those to Austria, 
France and Germany about 40 per cent. 

The outrageous prices made possible by such a tariff are the 
great cause of the increasing misery of the peasant. He has no 
idea of the reason: he only knows that all he has to buy has 
gone up enormously, while his crops bring no more than before. 

Another force working alike on Russian and negro is super- 
stition. In a previous article the separation of religion and 
morality was commented on as enounced by a Russian states- 
man in a manner strikingly similar to that mentioned by Bruce, 
as quoted above. The Russian’s religion generally amounts 
merely to a series of quasi-magic observances, which he is 
assured will provide him a future state of happiness in which he 
firmly believes, but which influences his conduct on earth only 
as he occasionally attempts to propitiate St. Nicholas or some 
other patron from whom he desires help in some undertaking. 
For the negro in Africa religion was a still grosser superstition. 
The transition period of slavery in America was to him unques- 
tionably a period of enlightened development as compared with 
his state in Africa, and in it he probably improved both physi- 
cally and morally, while on the other hand it seems probable that 
the Russian degenerated under it. 

The original state of the negro was doubtless worse than that 
of the Russian before the latter was reduced to servitude, but 


ule 
4 
aH 
til 
\ 
i, 
| 
} 


64 Yale Review. [ May 


during slavery the negroes gradually acquired some knowledge 
of Christianity, out of which they have developed a kind of 
emotionalism which they consider the essence of religion. Far 
as it may be in practice from the definition which we have of 
true religion, i. e., “to visit the fatherless and widows in their 
affliction and to keep himself unspotted from the world,” it is, 
nevertheless, a great advance over the hoodoo or voodooism 
which they brought with them from Africa, and which 
unfortunately still subsists alongside of their church organiza- 
tions, though probably its influence continually diminishes as 
education advances among them. Still it is little more than a 
year since | attended the trial before an English judge in 
Jamaica of two negroes accused of practicing witchcraft, who 
were sentenced to terms of hard labor for pretending to compass 
the death of another negro by voodoo charms. Unquestionably 
superstition has weighed very heavily against both of these races. 

Religion reached the Finns of Finland in an entirely different 
way from that in which it went to their Russian neighbors. To 
them it came through Sweden. At the time of the Reformation 
Finland belonged to Sweden, and the Finnish regiments were 
among those in whom Gustavus Adolphus placed his firmest 
reliance. The Roman Catholic religion also reached all through 
Poland, where, to-day, the efforts of the Russian administration 
to uproot the Roman Catholic faith form one of the sorest 
grievances which the Poles have against Russia. It is in Poland, 
however, that the greatest wealth of Russia lies from the pro- 
ductive standpoint, and the Poles have a little better reputation 
as workmen than most Russians. 

Another thing not to be disregarded is the influence of heredity. 
Even in the time of Herodotus morals were of the loosest in 
what was then known of the country now comprised in the 
Russian Empire, and it is probable that this has had an import- 
ant influence there, and perhaps to heredity may be ascribed the 
fact that on the whole, next to the Germanic provinces of 
Russia and Poland, the most industrious part of the population 
of Russia proper seems to be the north, where there is a very 
large proportion of Finnish blood. In the east the Bashkirs 
and the Tartars, both of them Mohammedan races, are much 
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more to be depended on as laborers than their Christian neigh- 
bors, but Christians and Mohammedans very rarely intermarry, 
and they remain entirely distinct. The greater reliability of the 
Tartars may, perhaps, be ascribed to their religion, which seems 
superior to the debased parody on Christianity which goes by 
the name of the Russian church. Finland and the Germanic 
provinces are Lutheran. 

In spite of his drawbacks the Russian is said to make a good 
soldier when properly trained and officered, but so does the negro. 
The black regiments of United States regulars are said to fall 
no whit behind their white fellows in discipline and efficiency, 
but it is considered doubtful whether they would do so well if 
they should lose their officers. 

It is curious to find Tillinghast, in his book on “The Negro 
in Africa and America,” classing among the most important 
drawbacks which the negro has had to contend with, communism 
and polygamy, which Jast in America became practical promis- 
cuity. The communism of which he speaks is very different in 
detail from that found in Russia, but its effect is similar. There 
is little difference in the promiscuity. The Russian has, more- 
over, one serious defect which the negro lacks. He is an habit- 
ual drunkard, which the negro is not. Though the negro will 
get drunk generally, if he can get liquor for nothing, he seldom 
wastes all his pay on it, harmless ostentation being a more typi- 
cal dissipation with him when he can afford it, especially in the 
shape of gaudy clothing. 

While the negro’s condition seems to have improved since 
emancipation, that of the Russian has grown worse, and probably 
in large measure because of the well-meant efforts of various 
Czars to better his condition, beginning with Paul, who toward 
the end of the eighteenth century decreed that no serfs should be 
forced to work more than three days in the week, thus stimula- 
ting their natural indolence as far as the ukase went; but there 
is reason to think it was never heard of by the majority of serfs, 
as enforcement of it was necessarily left to their masters. 

It is said that the Russian peasant will believe anything that 
is told him by any one in uniform, and herein lies a great 
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been turned loose by the closing of the universities not long 
before, procured the brilliant uniform of a general, and, going 
among the peasants of the province of Pultava, told them that 
he had been sent by the Czar to grant to them two-thirds of all 
the property of the landholders. Of course, they were delighted 
and rushed off to the landholders and told them to choose their 
third and the peasants would take the rest. Naturally, they 
refused and telegraphed for help. But help was slow to come, 
and the peasants carried off most of the movables before any 
troops could be found, and when they finally did come the 
peasants went into the churches and took out the holy pictures 
to hold in front of them, and these the soldiers refused to 
fire on. 

Such are the facts as I heard them in the adjoining provinces 
as they had come through by word of mouth. No newspaper 
ventured to print them. As I in turn was telling these things 
to a Russian in Moscow, he said, “I had not heard of that, but 
I believe it. It was a typical peasants’ trick to get the holy 
pictures to hide behind.” There were stories in our papers at 
the time that the soldiers had refused to fire on the rioters, and 
had been frightfully disciplined for it. Such humanity on the 
part of the soldiers seemed hardly Russian, and this explana- 
tion seems much more probable, particularly as I afterwards 
heard that the soldiers were not severely punished for refusing 
to fire. The upshot was that the government finally paid large 
sums for reimbursement of losses to the landholders. This was 
not charged to profit and loss, but as a loan to the communities, 
adding to their arrears of taxes an amount which the govern- 
ment probably included in the arrears remitted last April, but 
in the meantime it appeared on the books as an asset. 

The whole country is a seething mass of discontent, especially 
in the cities and among the workingmen in factories. The peas- 
ants are generally blindly devoted to the Czar, though they hate 
the chinovniks, but the only man of the many with whom I 
spoke of this in Russia who did not expect a revolution in less 
than fifty years thought it impossible for lack of organization; 
but hunger may drive the whole mass as from 1788 to 1790 
in France. Many intelligent men say that it is likely to come 
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whenever there are three consecutive bad harvests. Moreover, 
the government seems to be losing its absolute power. Last 
year reports came that the brigands in the Caucasus were get- 
ting beyond control. It has been evident for some time past 
that the people of the mountains have been growing more and 
more discontented. In May, 1902, the authorities suddenly had 
to face the problem of wholesale emigration of the Mohamme- 
dan races of Eastern Russia through the Caucasus to Turkey. 
Perhaps they would find themselves even worse off there than 
in their present surroundings, but Russia is and always has been 
ruled by sentiment rather than reflection, and at last sentiment 
has taken this turn, thrusting on its rulers the dilemma of 
losing the best part of the population of Eastern Russia in 
Europe or of stirring up religious fanaticism by refusing them 
permission to join their co-religionists in the Turkish Empire. 
The idea of pan-Slavism has been one of the few which the 
Russian peasant has grasped with the passionate fervor which 
once in a while drives a Slav to some astonishing achievement. 
As no other possible head appears than Russia for a pan- 
Slavonic movement, this has been a point of great danger for 
the Austrian Empire, in which the sum total of the Slavonic 
elements is greater than either the German or Magyar, even 
if it be not an absolute majority. In the Balkan Peninsula 
likewise the Slavs predominate, and even Prussia has some 
reason to dread this wave of feeling and is spending immense 
sums to Germanize its eastern provinces, so that this sign of 
a counter movement in Russia on an important scale is most 
gladly seen on many sides. The only thing which makes Rus- 
sia formidable is that its population in their ignorance can be 
driven as a vast, unreasoning mass against any obstacle and 
may overwhelm it by brute force. At what sacrifice of life few 
Russians care. 

An unexpected testimony as to Russian barbarism came from 
Frenchmen scattered all over Russia. Every one of them with 
whom I had any talk on the subject (and they were quite 
numerous, though I never brought it up) volunteered his opinion 
that the Franco-Russian alliance was a disgrace to France. 
Probably if it had been attacked they would have defended it, 
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but their spontaneous feeling was one of disgust. In fact, in 
some places there is a tendency for English, French and Ger- 
mans to draw together and organize for the protection of the 
civilized races against the barbarous natives. 

In all its career of conquest Russia has probably never met 
so redoubtable an adversary as Japan. The Japanese have an 
equal disregard for life and are possessed by a burning hatred 
of Russia, which offsets the disparity in numbers; moreover, 
they seem to have gained the confidence of the Chinese to a 
great extent, and in the present war over Manchuria this may 
put even the preponderance of numbers on their side. It is 
recognized in Russia that the Manchurian move is so far a 
commercial failure. Probably it is only the inevitable loss of 
prestige which made Russia hesitate about withdrawing. The 
Russian masses probably lack the interest in Manchuria which 
they feel in pan-Slavism, though the city mobs clamor for 
revenge on Japan. 

With war on the Chinese frontier, where an army is now sup- 
plied with difficulty and at great expense over a poorly built 
single track railroad 5,000 miles long; and with the discontent 
among the Tartars and Turcomans, distant cousins of the 
Chinese; and with the uprisings in the Caucasus and Armenia, 
where recent great landslides on the railroads have perhaps not 
been unassisted; and with the suppressed rage in Finland and 
Poland and the risings against the Jews; it would not be sur- 
prising, in case of further international complications, if the 
result should be what an intelligent Russian in Moscow gave 
me as his opinion, namely that Russia would be beaten all along 
the frontier in the next war. 

In spite of superficial advances in the towns, it appears prob- 
able that the general conditions in European Russia are grow- 
ing less and less favorable. While giving credit to the Czar 
for the best of intentions, I regard the recent attempts at reform 
as likely to hasten the coming of revolution, just as Turgot’s 
attempts in 1775 did in France. Doubtless the Czar is an abler 
man than Louis XVI, but he has a harder problem. No care- 
ful student looks for better things as a result of revolution, but 
merely the emergence of some new despot. One patriotic Rus- 
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sian, who for many years had lived in France as an exile, 
though finally permitted to return to Russia, told me with tears 
in his eyes, that the thing of all things which he hoped for 
his country was a foreign war in which Russia should be dis- 
astrously beaten. He could see no other escape from present 
conditions. 

With its low vitality Russia is hard to kill, like the spread- 
ing fungi which carry ruin to vegetation. It is not by its 
strength but by its weakness that Russia is dangerous, and he 
who helps to develop Russia as it is now being developed, in my 
view is aiding to spread a moral contagion. The enormous 
undeveloped natural resources of the country are not worth 
developing under present conditions, though they have served 
to impress French, German and Dutch financiers to the point 
of lending fresh money to this octopus. However, the tide 
seems to be turning here also, and not long ago one of the 
greatest Dutch bankers told me that he did not believe that the 
principal of the Russian loans would ever be repaid, though the 
interest might be forthcoming for a long time. It is only the 
character of the population which prevents the bonds of South 
American republics from being good investments. Why should 
not the same apply to Russia, which in general is greatly inferior 
to South America in natural resources? 

It has been suggested that it is curious that a country in 
Russia’s condition can go on trembling at the brink of a precipice 
without falling over. The answer is that it is rather at the 
foot of the precipice than at the top. That a country has fallen 
in the scale of civilization by refusing to pay its debts is no 
more a sign of impending dissolution than bankruptcy is of sud- 
- den death for the individual. Colombia practically repudiated 
all its obligations twenty-five years ago, and yet has enjoyed 
a certain prosperity ever since. It maintained its territorial 
integrity till the secession of Panama, and was a standing 
menace to Venezuela and Nicaragua, to each of which it owed 
a grudge. Not a few individuals have made great fortunes in 
South America since its general bankruptcy became evident 
about 1890. It is a great relief to a country to free itself from 
payments on its national debt. Great public improvements must 
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generally cease when its credit fails, but generally the degrada- 
tion fails to affect the masses directly, and often renders the 
country only more formidable by depriving it of the highly 
organized centers which could be attacked with the hope of 
paralyzing it. Russian readiness to promise anything, without 
any regard to fulfilment, has helped them greatly in dealing 
with Oriental tribes, who seldom really expect promises to be 
made good, and cannot understand why the English are so 
comparatively chary of them. Till the recent contact with 
Japan, Russia has never encountered any organization in Asia 
capable of calling it to account, unless Turkey be so considered. 

Comparison with South America shows how extremes meet. 
An autocracy and a republic both reach a like condition where 
there is no respect for the rights of others and where no man 
trusts his neighbor. Again Germany is in many respects held 
more strictly in leading strings than Russia, where license is so 
unbridled that some people have considered it the freest coun- 
try in Europe; but in Germany life, liberty and property are 
secure, whereas in Spanish America or in Russia all three are 
precarious. More than a form of government must be altered 
before Russia can emerge from its present condition. For 
many years to come any other government than an autocracy 
in Russia would probably make matters even worse than they 
are now. It might be found possible in Russia to excel even 
South American anarchy, as it has been excelled in Haiti. The 
only apparent hope for the country lies in Siberia. Owing to 
the very sparse population there, the blackmail system is not 
thoroughly established, and it is possible that sufficient self- 
respect may grow up together with the greater well-being which 
abundance of land has given the peasant, so that he may be able 
to resist the contagion. It is a country with magnificent possi- 
bilities in the hands of a good population, but so far, except 
criminals and political exiles, Russia has had no population to 
send there but Russian peasants. A stream of Chinese began 
to flow over the boundary about five years ago, but they were 
found so unmanageable that the Russian government took refuge 
in a Chinese exclusion act. Russia has more reason to fear the 
“Yellow Peril’ than any other country. 
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If Russia could be given for a generation autocratic govern- 
ment with an honest administration, it is possible that it might 
be cured of some of its ills, but the present nominal autocrat is 
one of the most helpless of men. Since the day of Peter the 
Great no one has been strong enough to really manage Russian 
affairs. They are now managed by a bureaucracy and the only 
really central power is the Minister of Finance. To him all 
come for money, so that as far as that goes he is the real auto- 
crat of all the Russias, far more than the amiable gentleman 
to whom he makes reports. The extent of the control exer- 
cized by the Czar is perhaps well shown by the following tale 
of the Czar and his ministers, which I picked up in St. Peters- 
burg. The Czar is reported to have said of his ministers that 
when they brought him reports he read them but could not 
understand them, and when he asked questions about them the 
ministers did not seem to understand them either, all except 
Mr. Witte. The Czar could not understand his report either, 
but when he asked questions about it, at least Mr. Witte seemed 
to know what it was all about. When the man comes to power 
who is capable of forcing all his ministers to give him honest 
and comprehensible reports, and who is also capable of digest- 
ing and coordinating them so as to go ahead understandingly, 
then there will be hope for Russia, but till then the outlook 
is poor. When that happens a greater than Peter will be there. 


N. T. Bacon. 
Peace Dale, R. I. 
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WORKMEN’S INSURANCE IN GERMANY. 
Il. 


O form an opinion as to the value of a given legislative 
measure, we should, in the first place, ascertain the results 
attained by its application. Such an opinion would, of course, 
remain very one-sided, until we had ascertained: how far has 
the said measure realized its aims and, secondly, does it—in 
general and in particular—meet the demands that have called 
it into existence better than any other social remedy, whether 
tried in the country of its application or anywhere else. Should 
we, for instance, attempt an appreciation of certain methods of 
colonization exclusively on the basis of purely statistical data, 
such as expenditure, number of persons transported, etc., we 
should easily arrive at a picture quite at variance with reality. 
Similarly should the student of workmen’s insurance in Ger- 
many avoid being unduly impressed by official proclamations, 
be they ever so sincere; or by the gigantic figures that will meet 
his first glance upon the question; or the Grand Prix of the 
World’s Fair of 1900 given for the impressive obelisque that 
represented the 2,400,000,000 marks in gold paid out as insur- 
ance benefits to workmen since the existence of compulsory 
insurance in Germany; or even by the authority of prize- 
crowned dissertations on the subject that are quoted as such 
by the authors themselves. 

The only standard that could safely be applied to the ques- 
tion could evidently be formed solely by a cool investigation dis- 
cussing the different types of insurance from one immovable point 
of view: how far do they satisfy the real needs of the working 
class :—a commonplace, no doubt, but one whose cogency will 
be self-evident to anyone acquainted even superficially with the 
overgrown literature of the subject, who perceives how over- 
whelmingly it abounds in high phrases, learned bombast and 
calculating tricks that cover but thinly snug easy-chair reflection 
or rampant party interests. 
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There arises at once the problem of finding an approximately 
objective definition of the intrinsic needs and wants of the work- 
ing class,—one of the most difficult and, at the same time, most 
urgent nature. The key to its solution may be furnished by the 
results of enquétes, inquiries that would give to the representa- 
tives of all the interests of the class concerned a fair all-round 
opportunity to express their view on the matter; they would 
give the student a safe point of issue. Unfortunately, such 
enquétes, though eagerly sought for, have not been as yet 
arranged in Germany.! 

We shall therefore be obliged, faute de mieux, to fall back 
upon the live data furnished by the leading criticisms, objections, 
protests, demands, and desiderata, that have found their expres- 
sion in current literature. We shall not, of course, attempt the 
Sysiphian task of being quite exhaustive, nor even concern 
ourselves with all the opinions that have been expressed on the 
matter. Nor is there any actual necessity for such far-going 
completeness. For the purpose in hand, we have to consider 
only such arguments and views as give a reflection of broader 
party programs, the watchwords of typical groups of interests 
and, lastly, the expression of expert opinion. 

In the controversy that surrounds the subject of compulsory 


*In consequence of an interpellation of the social democrats: “By what 
measures does the Chancellor intend to meet the consequences of the economic 
crises that appear in the shape of restricted industrial activity, decrease of 
wages and dismissal of the industrially employed, and thus to allay the distress 
of broad layers of the population?”—the State Secretary, Count Posadowsky, 
replied (Parliamentary Debates, Oct. 15, 1902) that “the united governments 
would at the earliest opportunity take a definite position with regard to the 
question and would investigate what scientific and practical lines should be 
adhered to.” From this declaration (in connection with an earlier parlia- 
mentary resolution on the formation of a mixed commission, that was to 
investigate the question of unemployed) some papers assumed that the 
Bundesrat (Federal Council) had decided to form an enquéte-commission in 
compliance with the wishes of the parliament. But Nov. 24, 1902, the official 
“Berliner Korrespondenz” brought the news, that it had been merely decided 
to request of the Chancellor to have it stated by the Imperial Statistical 
Office, what (and with what effect) measures had been taken hitherto with 
regard to the insurance of the unemployed, which, however, should be con- 
sired as settling the resolution. Cf. Soziale Praxis, xii, 4, 6 and 9; cf. 
also K. T. v. Inama-Sternegy, Staatswissenschaftliche Abhandlungen, Leipzig, 
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workmen’s insurance in Germany the first attacks were directed 
against its would-be “socialistic tendency,” * Such accusations 
would hardly disturb many minds now; but in those days, with 
the anti-socialist law of 1878 in the heyday of its power, the 
branding of a governmental measure as “state socialism” 
(Staatssozialismus) created no mean sensation. It was typi- 
cal of a time that would blindly set the dread hall-mark of 
socialism upon any economic direction or social endeavor show- 
ing sympathies with the affairs of workmen; numerous words 
compounded with “socialism’’ have been thus set into the world 
that, for obvious reasons, are still preserved between inverted 
commas.” 

And yet the government has expressed its own tendencies 
clearly enough; the new measure was to be a complement of 
the anti-socialist law. “The remedying of social evils will have 
to be attempted not exclusively by the suppression of social 
democratic excesses, but equally by positive means of furthering 
the well-being of the working man,’—thus ran the “Message” 
of William I, of November 17, 1881. There are even now not 
a few devout in the belief of the identity of social evil and 
socialism, to whom the above sentence has become an axiom. 
Thus we read in Soziale Praxis, No. 11, 1902: “There is no 
other remedy to restore to empire and state those millions that 
now follow the flag of social democracy, but the carrying through 
of social reforms after the sublime promises of the emperors’ 
messages of November 17, 1881 and February 4, 1890.” ® 

*Cf. L. Bamberger, Thdr. Barth, M. Broemel, Gegen den Staatssozialismus. 
Drei Abhandlungen in “Volkswirtschaftliche Zeitfragen,” No. 41-42, 1884. 
H. Blum, Die erste Frucht des deutschen Staatssozialismus, Leipzig, 1881. 
Ad. Wagner, Vortrag iiber Sozialismus, Sozialdemokratie, Katheder- und 


Staatssozialismus nebst einem Bericht iiber Prof. Wagner's “Erscheinen an d. 
Saar,” Berlin, 1895. 

*Cf. F. J. Neumann, Wer ist heute Sozialist, in Conrad’s “Jahrbiicher fiir 
Nat.-Oek. und Statistik,” Jena, 1902, III Folge, 24 Band, IV Heft.—G. Cohn, 
Was ist Sozialismus? 1878.—G. v. Schénberg in Schénberg’s Handbuch der 
Politischen Okonomie, IV Auflage, Tiibingen, 1898, Bd. II, p. 10. W Lexis 
art. s. t.: Kathedersozialismus in the “Handwérterbuch der Staatswissen- 
schaften,” II ed., vol. v, Jena, 1900, p. 50. 

*Cf. M. Block’s Les assurances ouvriéres en Allemagne 1895. In the 
same place he also gives vent to the opinion that the liberal measures “were 
to Prince Bismarck the velvet glove to hide his iron hand; though for the 
Emperor William I they were an expression of his candid wish to benefit his 


people.” 
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Events have not justified these expectations. The new meas- 
ures could not outbid the program of social democracy, to whom 
every social reform means but a new stage in their progress; 
the statistics as well as every new election are eloquent of the 
steady increase and spreading of their influence in Germany." 
Little wonder, then, that the government feels sorely disap- 
pointed at thus seeing the bait carried away with the trap; that 
the evidence of its sympathies with the working classes—never 
of very fast a dye—shows a very distinct fading since the 
nineties, which expresses itself plainly in the slackening of the 
reformatory impetus. Thus far the political aspect of the ques- 
tion. However, although the government has failed signally in 
its political side isswe to the question, not even its staunchest 
supporters could logically draw from this failure any argument 
against workmen’s insurance itself.” 

On much more general and vital foundations are based the 
arguments directed against the financial side of the law. Con- 
trary to those of a purely political character that attended the 
earliest years of its existence, these are asserting their influence 
down to this day. Indeed, they affect most seriously the move- 
ment tending towards the expansion of its sphere of action; 
for how could a prudent legislator risk adding to the load, if 
the sacrifices borne up to the present moment are already prov- 
ing too burdensome for industry to bear. In the parliamentary 
debates of 1884 on the “Law for Workmen’s Insurance against 


*The number of members of German trade-unions (Gewerkschaften) rose 
from 277,659 in 1891 to 320,230 in 1896, 580,473 in 1899 and 680,427 in 1900; 
a slight falling off in 1901 (677,510 members) was caused by the then existing 
economic crisis. Cf. Soziale Praxis, 1902, No. 39.—The social-democratic 
deputies of the Reichstag got: 1871, 124,000; 1874, 352,000; 1877, 493,000; 
1878, 437,000; 1881, 312,000; 1884, 550,000; 1887, 763,000; 1890, 1,427,000; 
1893, 1,787,000; 1898, 2,107,000, and 1903, 3,025,000 votes.—Cf. W. Bortkiewicz, 
art. Die finanzielle Stellung des Reichs zur Arbeiterversicherung in Conrad's 
“Jahrbiicher f. Nat. u. Stat.,” 1898, vol. xii, p. 551. 

*Huret (Enquéte sur la question sociale) relates a typical incident on the 
authority of one of the leading Berlin financiers, Hausemann. The Emperor 
William II, on the occasion of receiving a deputation of workmen on strikes, 
recommended them to give up social democracy; shortly afterwards he was 
apprised that one of the delegates then present had baptized his newly-born 
daughter by the name Lassalina. 
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Accidents,” a majority was for the method of assessment of 
yearly expense (Umlageverfahren) in preference to capitaliza- 
tion (Kapitaldeckungsverfahren), which former, though it bene- 
fits the present generation at the expense of the future, permits 
“the withdrawal of a minimum of capital from productive 
employment by the members of the professional associations 
(Berufsgenossenschaften).” + The same apprehensions were 
expressed at the reading of the Bill of 1900; but at that time 
capitalization had already a considerable number of partisans, 
and the law of June 30, 1900, assumed therefore a middle way, 
namely that “the reserve capitals of professional associations 
(Berufsgenossenschaften) be increased so as to pave the way 
for passing to fixed annual contributions.” ? Such a turn in the 
opinion of a parliamentary majority could only originate from 
a growing consciousness that workmen’s insurance presents 
advantages to German industry, and that, possibly, it may have 
assisted in the powerful development that marked the time of 
the social reforms in question, and also, that the protests that 
“insurance of workmen was sapping industry of its necessary 
capital,” was not sufficiently sound. 

Indeed, as has been proved by E. Lange in his paper entitled 
“Are the capitals that go to form the reserve funds of profes- 
sional associations withdrawn from industry?” ® we have here 
a survival of the now somewhat obsolete theory of “saving and 
starving”; and as to the above argument itself, to use Lange’s 
own words, “the circumstance that the contributions themselves 
go to create capital hardly justifies the view, that they are with- 
drawn from those values that bear the collective name of Indus- 
trial Capital.” Quite the contrary, the continuous fall of the 
rate of interest following in the wake of the ever-increasing 
supply of cash, will, as time progresses, press the latter more and 
more into the service of industry as presenting the more advan- 

* Cf. Drucksachen des Reichstags, vol. iii, p. 69. 

* Cf. Woedtke-Caspar, Unfallversicherungsgesetz, V‘* Aufl., 1901, pp. 286- 
294. The debates on the question are here given in full, and also the calcula- 
tions of results which, it is alleged, may be expected from leaving the capitals 


during seventy-six years in the hands of private enterprise. 
* Soziale Praxis, 1902, No. 6, column 16t. 
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tageous investment.". The expenses of insurance would, how- 
ever, contribute merely to the total of the “dead” expenses 
of production, that can and ought to be borne by the consumer ;? 
as it is, they would influence the cost of production less than 
the fluctuations in the cost of raw and auxiliary materials 
(e. g., coal) and of labor. The increase of this item of expense 
would therefore cause either an economy in production — by 
improvements in machinery, cheapening of administration, etc., 
or a shifting of the burdens upon others (employees or con- 
sumers), or else the employer will have to rest content with 
smaller profits. In none of these cases can a withdrawal of 
capital be claimed, and any undertaking that could not meet 
such additional expenditure would have been unable to with- 
stand any untoward change of conjunctures. Lange demands 
therefore, that this argument be withdrawn finally from the dis- 
cussion,—a demand we can but endorse. 

The same objection against workmen’s insurance on the 
grounds of its assumed unproductive expenditure reappears in 
a slightly different setting; here it is still more dangerous to 
the popularity of the idea, seeing that in this form it appeals 
more immediately to national sentiment. At the Sixth Inter- 
national Congress for Workmen’s Insurance in Diisseldorf 
(June 17-24, 1902) and also at the later Cologne Conference 
of Delegates of the International Association for the Protection 
of Workmen through legislation (Gesetzlicher Arbeiterschutz) 
of October 16, 1902, proposals were proffered voicing an intro- 
duction in all civilized countries of reforms similar to those 
existing in Germany; “if this were not done, Germany, as hold- 
ing at the present moment the lead in this direction, would have 
to regain equal conditions in the international market by the 

*M. Block’s apprehensions (1. c.) that the fall of the rate of interest through 
its suddenness might seriously affect the economical affairs of the nation and, 
in particular, also the workmen’s insurance, are not substantial; for the 
investing of the insurance capitals as loans advanced on enterprises of national 
utility reduce this influence considerably. As to the internal affairs of insur- 
ance, these cannot be injured by this fall, as an equilibrium is always obtain- 
able by an increase of the rate of contributions, which latter is a natural 
corollary to cheapening of cash. 


* As proved first by L. Brentano in his Die Arbeiterversicherung gemiss 
der heutigen Wirtschaftsordnung, Leipzig, 1879. 
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introduction of reprisals in its customs policy.” Fortunately 
this view—namely that the competitive power of Germany had 
suffered by the social reforms in question'—was opposed most 
energetically during the debates of the congress.?_ Besides, all 
leading opinions seem to be unanimous on this score. In 1897, 
at the Congress in Zurich President Scherrer held forth that 
the Congress should take for its highest aim the deliberate 
furthering of social reforms by legislative means. “We should, 
however,” said he, “deface these aims did we—just as do the 
secret adversaries of workmen’s protection—commit ourselves 
to the statement that only by international treaties could the 
basis be prepared upon which national workmen’s protection 
could be led to further progress.” On the occasion of the Con- 
ference in Cologne Prof. E. Waxweiler writes, continuing, as 
it were, this sentence: ““The adherents of the social reform move- 
ment place themselves in an awkward position to impartial eyes 
and towards the general public if they themselves give cause 
to apprehend that their measures might trammel the progress of 
industry. . . . It should be, in the first instance, brought 
to proof, whether countries with the longest working hours and 
the employment of ten-year-old children are the most vigorous 
competitors. . . . After all has it not been proved by facts, 
inquiries, reports of factory inspectors, etc., that protective leg- 
islation is itself capable, like Achilles’ spear, of healing the 
wounds it has inflicted.” ® 
All that has been stated by the writers above more generally, 
touching the beneficial influence of social reforms upon the 
development of industry, we find repeated by the best authorities 
on workmen’s insurance in Germany. How could the question 
be raised as to the expensiveness of insurance—exclaims one 


*In either case this opinion was endorsed by the representatives of the 
government. 

* Both in Diisseldorf (by President Bédiker) and in Cologne (by the 
President of the German section, Berlepsch) the invigorating influence of 
social reforms upon German industry was pointed out very strongly, and 
these statements were received with enthusiastic cheers. Cf. Soziale Praxis, 
xi, No. 40 and xii, No. 3. 

*Sosiale Praxis, xii, No. 3; art. s. t. “Arbeiterschutz und Konkur- 
renzfahigkeit.” 
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of them'—if the yearly expenditure on it will come at the 
time of equilibrium (Beharrungszustand up to 500,000,000 
marks, while on alcoholics alone 3,000,000,000 a year are 
spent in Germany! . . . In the short time of a decade 
the consumption of spirits per head of the population rose 
from 4.6 to 8.4, and of beer from 99.2 up to 125 litres—not 
counting the increased consumption of wine,—while blood- 
related America shows a consumption of only 4.9 of spirits and 
60.6 litres beer; this alone gives a difference amounting to 
1,500,000,000 marks a year, which, surely, could be spared 
for better purposes! Would that this difference would end 
in the mere wasting of money. . . .” Such words express 
considerably more than had been put into them by the author; 
for not only do they widen the outlook into the future pos- 
sibilities inherent in workmen’s insurance; but they also put 
a new aspect upon a hidden social ailment and throw out im- 
pulses that may lead to broader applications of similar activity 
in foreign fields. The greatest strength of the argument lies, 
however, in the fact that it inverts the entire position of the 
question; by a masterly stroke it “depolarizes” the underlying 
sentiment and deprives of its halo of unselfishness a self-righteous 
opposition presenting themselves as the disinterested guardians 
of the nation’s good and the voices and prompters of public 
opinion.? 

*Dr. Zacher, Riickblick und Ausblick auf die Entwickelung der Arbeiterver- 
sicherung in Europa, Berlin-Grunewald, 1902, pp. 4-6 (being the No. XVI of 
“Die Arbeiterversicherung im Auslande,” Berlin, 1898, 1902, Heft I-XVI; 
Verlag der Arbeiterversorgung, A. Troschel, Berlin; Goldene Medaille, Paris, 
1900). These few pages, in which a fearless and direct attack is led against 
the bad will shown by the upper classes of Germany in the temperance move- 
ment, are certainly the most valuable of the whole studious and bulky work, 
this being not always free from incorrect statements and a prejudiced one- 
sidedness in the estimation of foreign institutions. 

* During the budget discussion in Parliament (January 20, 21 and 22, 1903), 
Count Biilow put forth the promise of a new era in social legislation: “That,” 
said he, “I should like to insist on most particularly, that a standstill in 
German social politic legislation is quite out of the question in the present 
as well as in the future.” It is characteristic that on this occasion he quoted 
William II’s words: “Right, and everywhere!” referring to Millerand’s remark 
on the inimical position the middle class takes with regard to social reforms. 
Cf. E. Fr. in Soziale Praxis, xii, No. 18 (art. “The development of social 
reform as a task of our century”). 


| | 

‘| 

\ 

Ay 


80 ale Review. [May 


Yet another argument has been propounded with great force, 
apparently inspired by pure anxiety for the workman’s real good: 
would not insurance lead to an increase of accidents through 
thoughtlessness or even by deliberate intention? Indeed, a first 
glance at the statistical data that are quoted in support and 
illustration might incline one to concede to this view some 
raison d’étre. On nearer examination, however, both argu- 
mentation and figures begin to look rather threadbare. 

In spite of much that has been said on the subject we should 
hesitate to assume in the workman a general tendency deliber- 
ately to incur disease or to cripple himself for the sake of the 
insurance benefits. We repeat—a general tendency, for there 
are, no doubt, instances of accident incurred intentionally to 
obtain the miserable pittance; there are also cases where suicide 
is committed with the view of thus securing for the family the 
means of subsistence; but such cases are exceptional, and, even 
if they did happen more frequently, the fault would remain with 
human nature, not with the system of insurance. 

As regards the figures in question, we find, on nearer analysis, 
that the proportion of serious accidents and of those with fatal 
issue is falling rapidly, if compared with the ever-rising pro- 
portion of minor accidents; which may be due especially to the 
constant and enormous expense for sanitary and hygienic pur- 
poses. The general increase in the total number of accidents, 
as stated in official reports, is accounted for,—according to the 
competent authority of the Reichs-Versicherungsamt—by the fol- 
lowing circumstances: 

1. A better control over the notifying of accidents; 

2. The necessity of hiring unskilled and untrained labor 
(especially in the building trades) in consequence of the sudden 
development of industry; 

3. The increased application of machinery in industry and, 
still more, in agriculture, which, again, are in many instances 
served by inexperienced hands; 

4. The better acquaintance of the working class with insur- 
ance law, in consequence of which its assistance is being applied 
far more frequently than formerly; 


*The majority of private insurance companies do not question, after a 
certain duration of the policy, the claims of insured families of suicides. 
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5. The interpretation of the meaning of “Betriebsunfall” 
(accident arising out of or in the course of employment) by the 
Reichs-Versicherungsamt in the liberal spirit of modern legisla- 
tion; this leads to a more frequent declaration, especially of 
minor accidents. 

Boédiker' adds to this enumeration two more points: 

6. The increased neurotism among the working classes; 

7. The application of new machinery (cf. point 2).? 

We see, therefore, that the increase in the number of acci- 
dents as stated by official reports has been brought in by causes 
that but in a very few cases could be connected with the work- 
ing of insurance itself. Also, that there are merely two con- 
clusions that we could draw from the material bearing on this 
question: 1. That by the improved methods of inquiry and 
registration which insurance had to apply, a whole undreamt-of 
mass of misery was brought to the view of an unsuspecting public, 
and (2) that the influence of a whole series of pernicious cir- 
cumstances, that otherwise would have left a broad trail upon 
German social history of our times, has been laid by the work- 
ing of social insurance.* 

It may be said with safety that of the objections raised against 
the principle of workmen’s insurance not one has stood the test 
of critical analysis, and that from the struggle of opinions it 
has issued with unabated force. The idea of workmen’s insur- 
ance is about to conquer the entire civilized world* and the 
controvery can turn now not on its essence, but on its realization. 


*Dr. J. Bédiker, Die Arbeiterversicherung in den Europdischen Staaten, 
Leipzig, 1895, p. 28. 

*The explanation given by W. D. Yarotzki (in his most valuable work 
Workman’s Insurance in connection with Employers Liability, St. Peters- 
burgh, 1905, in Russ) suffers greatly, as regards its completeness, by pointing 
out merely the improvement of registration, and omitting the considerations 
enumerated above from points 2 to 7. 

* The preventive activity of different professional associations and the speedy 
aid rendered by local accident wards (Unfallstationen) has, for instance, 
given splendid results; thus in the Brewers’ Association the amount of serious 
and fatal accidents has decreased during the last decade by one half (Zacher, 
l. c., xvi, p. 19). Where similarly favorable circumstances concur, we may 
safely expect a considerable progress in the decrease of the number of acci- 
dents, as well as an improvement of their quality. 

‘Cf. Zacher, 1. c., No. xvi, p. 28; also his speech on the Congress in 
Diisseldorf and the art.: “Der Siegeszug der Arbeitereversicherung” in Soziale 


Praxis, 1902, No. 40. 
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The fundamental question around which were turning the 
debates of nearly all the six “Congresses for Accidents in the 
course of Employment and Social Insurance” may be put into 
two words: freedom or compulsion? In Paris (1900) this 
question was almost permanently on the order of the day,! and 
it formed the kernel of the able “résumé” read by the President 
of the Congress, Linder ;? “Existing results of legislation have 
shown that between “nothing at all,” that formed the system 
of Mr. Yves Guyot at Brussels, and “everything,”—viz: insur- 
ance not only compulsory, but also exclusively under state tui- 
tion,—there is a crowd of systems, mixed and pliable, easily fit- 
ting into the life and internal legislation of every country. 

In any case, Germany has created a monument of wondrous 
beauty and power, on which it may be congratulated. Every 
country may find in it a mine of valuable information, which it 
may make use of in its own legislation, under the condition of 
adapting the knowledge thus acquired to national temperament.” 

This dilemma appeared equally real at the Congress of Diissel- 
dorf, though a certain rapprochement was already noticeable 
between the extreme camps.* The German delegates held some- 
what aloof from this movement, and their addresses bear but 
faint traces of the influence left by precedent congresses. 
Zacher, for instance, concludes his report for the Dusseldorf 
Congress by the following theses :* 

“1. The aim of the modern protection of workmen (Arbeiter- 
fiirsorge) rests in the securing of the workmen’s economical 
existence in the unavoidable adversities of modern industrial 


life. 


*Cf. Congrés International des Accidents du Travail et des Assurances 
Sociales V™° Session tenue a Paris du 25 au 30 Juin 1900. Tome II: 
Comptes rendus des séances et visites du Congrés réunis et publiés par les 
soins de E. Gruner. Paris, 1901, pp. 60, 73, I15, 124, 125, 120. 

*1. c., p. 182 and 183. 

*Cf. the addresses of Fiedler (Paris), Corivon (Paris), and Count 
Skarzynski (Petersburg), Soziale Praxis, 1902, No. 40. 

“Die Arbeiterversicherung in Europa nach ihren Systemen.” Bericht fiir 
den 6. Internat. Arbeiter-Versicherungskongress in Diisseldorf: printed in 
“Die Arbeiter-Vers. im Auslande,” No. xvi, pp. 13-18. 
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“2. The means for the solution of this problem is given by 
insurance. 

“3. The application of this principle admits two systems: 
voluntary insurance with state support; compulsory insurance 
with state management. 

“4. The choice of one or the other system depends on the 
peculiarities of the country in question. 

‘5. Compulsory insurance presents the double advantage that 
it is the quickest, safest and cheapest expedient for attaining 
the aim, and that by its ever accumulating means and by its 
organization it brings within easy reach the solution of other 
cultural problems.” 

Such a conclusion of what is not only a congress report, but 
also a far-reaching study of different systems of workmen’s 
insurance, forcibly leaves the impression that theses three and 
four are dictated merely by the demands of courtesy binding 
the members of international congresses. 

For, otherwise, what could be to the author’s mind the value 
of voluntary insurance, if to him only compulsory insurance 
possesses the virtue of the “quickest, cheapest and safest attain- 
ing of the end and of best serving other cultural purposes.” 
Should we therefore assume—from thesis four—that certain 
countries (e. g., of Latin race) are doomed to accept a system 
that is professedly unsafe, uneconomic and slow in its working? 
Or shall these countries find themselves forced into an acceptance 
of the German system that may yet be irksome to the national 
character—because, forsooth, there is no salvation beyond state 
compulsion? Such a view makes us a priori suspect a certain 
one-sidedness of the author that makes him blind to the other- 
wise quite distinguishable spots on his native sun. For the per- 
fection of the German system is by no means so absolute, nor yet 
so unquestionable, as would appear from such an attitude. 

The really vital and important part of the problem presents 
itself in the following aspect: that, although compulsory insur- 
ance is by no means free from constitutional failngs, it may yet 
be relatively the best of all other existing forms, its advantages 
outweighing its faults. 
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With the question put in this way, ample space for further 
inquiry is gained. The main argument that Zacher makes in 
favor of compulsory insurance as compared with other systems 
is its alleged greater ease, cheapness and certainty in working.! 
And the official representative of Russia at the Diisseldori Con- 
gress replied* to the address of the French delegates who were 
extolling the ethical superiority of voluntary insurance: Russia 
was led in its choice between the different systems by the cir- 
cumstance that all other countries, France included, had not 
insured for old age under their system of private initiative half 
the quantity of workmen insured in Germany under compulsory 
insurance. 

Indeed, workmen’s insurance in Germany is dealing with 
masses of population in quantities and to a degree hitherto 
unknown on the Continent. Besides, it shows a constant ten- 
dency to ever expand its sphere of action. The amendments of 
1892, 1899, 1900 and lastly of 1903, aim not only at filling up 
the blanks of the primary legislation, but they also include in 
the number of compulsorily insured ever new categories. Leg- 
islation is, on the whole, attentive enough to urgent demands 
as disclosed by expert investigation. Thus we find the strident 
criticism of Frankenberg* followed by a whole series of legis- 
lative measures covering, to some extent, the ground indicated 
by him.* Other categories of persons that still remain uncon- 
sidered, such as all employed in house and cottage industries,° 

* Zacher, Riickblick und Ausblick, p. 28, No. 5. 
*Cf. Zacher’s art.: Siegesug der Arbeiterversicherung in Soziale Praxis, 


xi, No. 40, column 1048. 

*Frankenberg in the art. s. t.: Der tote Punkt der deutschen Arbeiter- 
versicherung in Braun’s “Archiv f. soz. Gesetzg. u. Stat.,” vol. xii, p. 75. 

*Thus also the last amendment of 1903 brings within the reach of com- 
pulsory insurance for sickness all merchants’ clerks and apprentices; raises 
the time of granting the sick benefits from thirteen weeks to twenty-six weeks 
(viz. up to the term when invalidity insurance steps in) and for maternity 
cases up to six weeks (formerly four) and abolishes the restrictions formerly 
set for sexual diseases. 

*M. R. Weyerman points out (in his art. Die Krankenversicherung der 
Hausgewerbetreibenden in Soziale Praxis, xi, Nos. 33, 34) quite justly, 
“that the old assertions on the greater economic independence,” “the healthier 
occupation in the own home,” “the fresh rural family life” and other romantic 
transfigurations of this anachronistic, pernicious form of trade activity cannot 
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domestic servants and agricultural laborers,’ will, no doubt, soon 
be included under the working of compulsory insurance. In 
its last session the parliamentary committee moved the resolu- 
tion that was approved by the Parliament, by which the Federal 
Council (Bundesrath) is requested to put before the House in 
the shortest possible time projects of laws filling up the omissions 
indicated above. The same endeavor to foster social needs 
according to their urgency marks the legislation concerning the 
insurance of workmen’s widows and orphans. Thus, when the 
“Bundesrath” was given the right to permit the Sea Trade 
Association (Seeberufsgenossenschaft) to insure sailors against 
invalidity, the condition was attached that the sailors’ widows 
and orphans should be insured too ($11 of the Invalidity Insur- 
ance Act, 1899). December 13, 1902, at the third reading of 
the Tariff Bill, the Parliament was acquainted by the Chancellor 
with the decision of the Bundesrath that the surplus income from 
the corn duties to January I, 1910, be capitalized towards sub- 
sidizing this new branch of insurance. Whatever the doubts 
concerning the wisdom of connecting the destinies of so import- 
ant an institution with a source of income so unstable,® the fact 
itself present sufficient guarantees that the widows’ and orphans’ 
insurance will not be allowed to remain in the region of 
projects. 

On the whole, therefore, we must admit that the German 
Parliament has shown great activity in dealing with insurance, 
which “though it did not bring out great and original creations, 
has led to busy and earnest work in detail in all directions, that 
is sure to show rich profit.” * 

If then, the German system is able to organize assistance in 


be maintained.” Cf. also Paul Scheven in Schriften der Dresdener Gesellschaft 
fiir Soz. Reform, Dresden, 1902, No. 1; and the resolution of Sept. 23, 1902, 
of all branches of the Berlin clothing and underclothing trades, in Soziale 
Praxis, xii, No. 2. 

*Cf. Soziale Praxis, xii, No. 8 (art. of Matutat). The two last groups are 
not yet insured against sickness. 

Soziale Praxis, xii, No. 32, col. 853. 

*Cf. Soziale Praxis, xi, No. 29, col. 755, and No. 38, col. 987, and xii, 
No. 12, col. 306. 

*E. Francke, Dringende Aufgaben der Sozialreform in Deutschland, in 
Soziale Praxis, xii, 1903, No. 34. 
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sickness, accident, invalidity and old age, if it is extended over 
an ever-increasing area and gives reliable guarantees for widows’ 
and orphans’ insurance,—one would think that Zacher’s proposi- 
tion as to its superiority over voluntary insurance was already 
sufficiently proved. 

Yet, in the article just quoted, a few lines after the bestowal 
of sincere praise upon the work done by the Parliament, Francke 
proceeds in the same breath almost: “A feeling of great uneasi- 
ness comes over us when we meet with the expression of vaunt- 
ing self-praise that will persist in extolling the benefits to the 
workman and all that is done and showered upon him with full 
hands, and what tendency there is prevailing in giving the work- 
man the preference in all things. . . . But just because we 
are placing our fullest trust upon the hope that workmen’s 
insurance and protection will remain in trusty and active hands, 
our wishes and cares are directed upon a much more important 
domain of social reform.” 

This important desideratum, left out in the scheme of William 
I, is the question of the unemployed. For some time of late this 
question has been a standing one on the order of the day, and, 
in consequence of the untoward juncture of the present moment 
it is gaining in strength and urgency every day. 

Here we have “a hardness and implacability of the individ- 
ualistic economic system that, indeed, invokes a balancing and 
filing much more than many others that have already been sub- 
jected to these operations.”* And still something more: for, 
seeing that the workman, his employment lost, cannot reasonably 
be expected to pay his contributions, we face here the problem 
of “l’assurance de l’assurance”’—insurance insured ! 

But just in this particular next to nothing has been accom- 

* The economic crisis is indicated characteristically by the circumstance that 
the German trade unions (Gewerkschaften) spent on the assistance of the 


unemployed in 1901—1,238,197 marks, as against 501,078 marks spent for the 
same purpose in 1900. Cf. alsothe Report . . . on Trade-unions, London, 
1900, p. xxxii. 

* Franz Kempel, Die zweckmiassigste Form der Arbeitslosenversicherung, in 
Schaffle’s “Zeitschrift fiir die gesamte Staatswissenschaft,” vol. 56, No. 3, 
1900, p. 388. This essay gives a remarkably clear survey of the whole litera- 
ture of the subject, which is excellently grouped and analyzed. 
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plished in Germany,’ and considering that “all investigations 
have shown concurrently that accompanying the crisis of a year 
ago a lack of employment has set in, spreading, with few excep- 
tions, over the whole empire to an extent that has not been 
observed for a long time’”* — it is not surprising that just at 
the present moment the demand for insurance against unemploy- 
ment is urged with great intensity on all sides. In consequence 
of this pressure much preparatory work has been taken in hand 
and it certainly progresses surprisingly quickly.® 

A special Department for Workman’s Statistics has been 
created at the Imperial Statistical Bureau for the express pur- 
pose of collecting statistical data referring hereto; the depart- 
ment edits a paper under the name, “Reichs-Arbeitsblatt” 
(No. 1 appeared in April, 1903).* 

It is of great interest to note the most important events of 
this movement. Towards the end of tgo1 Pachnicke and 
Roesicke moved in Parliament that the Chancellor be authorized 
to form a committee to investigate all the methods of unemployed 
insurance that have been applied in Germany and abroad, and 
to advise on the best organization of this particular branch. At 
the Whitsuntide Congress of 1902 of the delegates of the Gen- 
eral Union of Protestant Workmen’s Associations (Gesamtver- 
band de evangelischen Arbeitervereine) a resolution was car- 
ried to centralize and reorganize the labor bureaux (Arbeits- 
nachweis); to try in workmen’s associations a mutual unem- 
ployed insurance; the latter to be a mode of transition to com- 
pulsory state insurance in the form of professional associations 
(3); finally, to direct a petition to the above effect to all authori- 
ties—imperial, state and communal (8). At the fourth con- 
gress of the German trade unions (Gewerkschaften) in Stutt- 
gart, June 16-21, 1902, a resolution was carried by which “the 

*Kempel, 1. c., p. 380. 

*G. Sydow in the art. s. t. Zur Bekimpfung. der Arbeitslosigkeit in Soziale 
Praxis, xii, No. 4. 

*For further details we refer to Soziale Praxis, the best informed organ; 
more particularly, xi, cols. 252, 1004, 1025 ch.; xii, cols. 67, 80, 92, 94, 163. 

‘It is, no doubt, an important advance on the attitude of the government. 


Cf. the article of Sydow s. t. Zur Bekimpfung der Arbeitslosigkeit in Soziale 
Praxis, xii, col. 94. 
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Congress rejects every system of an unemployed insurance on 
any basis but on that of the free, self-administration of the 
workmen, including the granting of state subsidies to central or 
local professional unions paying unemployed or traveling bene- 
fits.” Still different views were expressed at the meeting of 
the Union of German Employment Bureaux (Verband Deut- 
scher Arbeitsnachweise) in Berlin, though even here there was 
perfect unanimity on the question of principle. According to 
Sydow! the opinion prevailed that unemployed insurance was 
possible only in the form of an institution of public law; it 
would have to be compulsory and would have to rely upon the 
coOperation of workmen’s associations and the communes, of the 
employers and the state; finally the employment bureaux would 
act as auxiliary and controlling organs. In conclusion, we may 
mention two resolutions of sick benefit clubs that characterize 
the attitude of these latter organizations towards the problem 
of the unemployed. At the ninth annual meeting of the 
“Zentralverband von Ortskrankenkassen im Deutschen Reiche” 
(October 5-8, 1902 in Hamburg) a resolution was carried by a 
majority, stating, among others, the following desiderata: (1) 
that statistical data be collected to form the basis for carrying 
through unemployed insurance; (2) that the sick benefit clubs 
can be relieved by an unemployed insurance only by including 
in the same all workmen compulsorily insured; (3) that unem- 
ployed relief should have at least the extent and duration of the 
sick relief given by the sick benefit clubs. The second resolu- 
tion—one of the “Freie Vereinigung badischer Orts-, Betriebs-, 
Bau- und Innungs-Krankenkassen” we give in literal transla- 
tion: “The insurance of the unemployed is unavoidably neces- 
sary. It should be carried through upon the basis of an institu- 
tion of public law, with compulsion for all workmen; the expense 
to be carried by the state, the employees and the insured. The 
sick benefit clubs to attend to the working of this insurance 
in coOperation with the labor bureaux. Both institutions to 
undergo a thorough reorganization. The benefits to be of the 


* Sydow, Arbeitsnachweis und Arbeitslosen-V ersicherung, in Soziale Praxis, 
xii, column 67. 
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same amount and of the same duration as those of the sick 
benefit clubs.”’ 

We refrain from enlarging the list of resolutions from various 
communes, towns, associations, etc., beyond those mentioned; 
these will suffice to prove that on this question in particular, just 
as on workmen’s insurance in general, the opinions agree on the 
principle, differing merely on the question of ways and means. 
But with regard to these latter we find the position of the prob- 
lem—as regards unemployed insurance—entirely transformed. 
For while in general insurance, as was already indicated, the 
chief factor determining its form was the national temperament, 
beyond question, a varying quantity; the problem of unem- 
ployed insurance includes a whole set of different forces. In 
the former case we deal with obvious facts easily definable 
objectively : sickness, invalidity, incapacity to work, old age; but 
unemployment is quite inaccessible, at least in the majority of 
cases, to such objective specification: for apart from economic 
conditions we have to deal here with purely subjective motives 
of both the employer and the employee. Therefore, even while 
the solution of the problem is still in its trial stage, it is by 
no means a matter of indifference to all interested in the problem 
to know in whose hands will be left the practical application 
and the power of decision in questions coming under this chapter. 

Kempel remarks, rather differently from Zacher: “It is to be 
feared that much receives a state socialistic form that had better 
be left to the individualistic principle, the principle of free self- 
help of the afflicted. One may, therefore, be easily led to the 
opinion that some parts of workmen’s insurance should have 
been left in the hands of the workmen themselves, as in Eng- 
land. . . .”1 Kempel subjects to a thorough analysis all 
known forms and trials of unemployed insurance and comes to 
the conclusion that the same represents “a problem that by its 
very nature and by the present earning system should be attended 
to by trade unions.” . . . 

His is by no means an isolated opinion; it harmonizes per- 
fectly with the views constantly recurring in whatever has been 
written on the subject, and there is certainly more than mere 


*Kempel, |. c., p. 387, and especially pp. 474 and 482-484. 
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coincidence in the circumstance that the most ardent advocates of 
unemployed insurance are all in favor of emancipating and invest- 
ing with full rights all labor organizations, although they do 
not always openly connect these two questions. 

Francke,’ for instance, denounces in strong terms the inimi- 
cal attitude towards these organizations of an officialism that 
persists in regarding them as “ nothing but strike-unions,” and 
he insists “that the organized self-help of the workmen in trade 
unions and societies ought to reinforce state assistance by work- 
men’s protection and insurance,” for the best guarantee of 
an “armed peace” will rest in the opposition of the power of 
the said workmen’s organizations to that of analogous organiza- 
tions of employers. This is, according to Brentano*—the deep 
student and admirer of English trade-unionism—‘the only way 
to attune the dissonance between law and reality that disturbs 
the social relations of to-day, wherever the labour stipulation is 
a bargain; only when this is achieved shall we have attained 
the conditions that are to lead us up to the greatest possible 
expansion of individual power and well-being, up to the realiza- 
tion of a hope that has been the guiding principle of the “free 
labor agreement” (‘Freier Arbeitsvertrag”’).” 

These views come quite naturally to Brentano, who has been 
accused frequently, and not always unjustly, of partiality for 
trade unionism. The latter objection will not be raised against 
the standard work of W. Kulemann: “Trade Unionism. A 
Description of the Trade Associations of Workmen and Em- 
ployers in all Countries.” * In a splendidly conceived preface 

*Cf. his fine essay: Dringende Aufgaben der Sozialreform in Deutschland, 
in Soziale Praxis, xii, cols. 898-903; also the art. of G. Sydow, s. t.: Die 
gesetzliche Amerkennung der Berufsvereine in Soziale Praxis, xii, col. 172. 

* Cf. his article Gewerkvereine in Conrad’s “Handworterbuch der Staatswis- 
senschaften,” II ed., Jena, 1900, vol. iv, p. 623. 

* Die Gewerkschaftsbewegung-Darstellung der gewerkschaftlichen Organisa- 
tionen der Arbeiter und Arbeitgeber aller Linder, 1900. According to Schaffle 
(Zeitsch. f. d. ges. Staatsw., 56, p. 373) this book fills a long and acutely 
felt gap in our knowledge of this movement in different countries; in fact, 
up to its appearance there has been no convenient source of information 
extant on the matter. Schaffle is high in praise of this book, not only because 
of the extreme abundance of material provided by it, but also because its 
fundamental view is the necessity of full organization of workmen and 
employers, if social peace is to be attained—“a proposition hardly disputable,” 
says Schaffle. 
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Kulemann gives his confession of faith:' “The existence of 
organizations of workmen and of employers, as the two factors 
of labour, is an inevitable necessity, to safeguard its interests 
against those of capital and consumption and to arrive at an 
ordered state in the chaotic earnings conditions of to-day.” 
It is certainly not purely accidental that the first page of this 
bulky work starts with the words: “In the domain of work- 
men’s organizations England occupies doubtless the first place. 
Here its development is easiest to trace, its progress the farthest 
and the assumption is at hand, that those of other countries 
will have to find in them their prime pattern and that they will 
do well to try and follow it. This does by no means preclude 
them from modifying this pattern according to the peculiarities 
of the national spirit and to their own historical development.” 

In a word, we see that even in Germany a conviction is ripen- 
ing and extending that compulsory workmen’s insurance, as such 
and by itself, is quite inadequate and that it ought to be supple- 
mented by the organization of the workman himself. The power 
of the government appears thus far insufficient to cope with the 
regulation of wages, that, as we know, ought to and, indeed, 
may include, besides the means of support, also the insurance 
premium for sickness, accident, invalidity, old age and lack of 
employment. The former English comman law started with 
the assumption that these fees are really included in the wages. 
However, this assumption of an economic and ethical postulate 
as a reality was quite mistaken, which is demonstrated by the 
whole movement of English trade unions. In the settling of 
labor agreements they oppose to the power of the employer a 
power equalling it in reality,—that of the concerted action of 
organized workmen. The single workman was too weak to 
issue victorious from the combat with the bitter truth that 


*Kulemann, |. c., p. xiii. 

* The italics are mine. 

*Cf. S. & B. Webb, History of Trade-Unionism, and of the same author’s 
Industrial Democracy; E. W. Brabrook, Provident Societies and Industrial 
Welfare, London, 1898, pp. 22-131; H. von Nostitz, Das Aufsteigen des 
Arbeiterstandes in England, Jena, 1900; Rist, Législation anglaise sur la 
responsabilité en matiére d’accidents, 1899; Monnier, La législation anglaise 
sur la réparation des accidents du travail, 1899. 
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Proudhon has put into the words: “Security is a merchandise 
having its price as every other; but as its market price does not 
fall in proportion with the poverty of the buyer, but in proportion 
to the sum assured, insurance is turned into a new privilege of 
the rich and a merciless irony of the poor.”* 

The organization of the English workman gave him a com- 
paratively safe guarantee that (1) his wages will really contain 
all the constituents mentioned above and that (2) the obtained 
rise will be turned to good account, and not go into the pockets 
of the publican. Therefore, although English labor associations 
require improving in many directions,” although it is not so 
long ago that they acquired equal rights with the combinations 
of employers and other groups of interests, they showed a most 
salutary influence upon the resisting powers of the working class 
in times of imminent economic catastrophes. To their influence 
Tugan-Baranowski® ascribes the favorable changes in the statis- 
tics of mortality, crime, pauperism, etc., in the latter part of 
the nineteenth century. For, whereas, formerly their curves 
were following those of every economic crisis with an exactness 
almost mathematical, we find that of late such a close connec- 
tion cannot be observed. 

If, then, English labor organizations have passed through the 
severest test so well, it is not surprising that those advocating 
the emancipation of the corresponding groupings on the Con- 
tinent should turn their eyes towards England. To me it seems 
that it is this enormous intensification, this “maximization of 
results” that English organizations attain at a minimum expense 
of energy and means, that is the highest title for these organiza- 
tions to compete with the German compulsory system. Even 
Zacher would have possibly arrived at conclusions different from 


*Proudhon, Contradictions économiques, vol. ii, p. 155- 

* Brabrook, 1. c., pp. 36, 51, 52, 96, etc. 

*M. Tugan-Baranowski, Industrial Crises in Contemporary England, their 
Causes and Influence on the Life of the People, St. Petersb., 1804 (Russ.) ; 
afterwards in the art. Die Sozialen Wirkungen der Handelskrisen in England 
in Braun’s “Archiv. f. soz. Gesetg. u. Stat.,” vol. xiii, 1899, and in the book, 
Studien zur Theorie und Geschichte der Handelskrisen in England, Jena, 1901. 
Cf. the art. of Soiethoff in Schmoller’s “Jahrbuch,” 1903, No. 2, p. 331, on the 
last work. 
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those he upholds anent the absolute superiority of compulsory 
over voluntary insurance, had he but taken as typical of the 
latter not the French, but the English organization.' 

A comparison between the English and the German systems 
may appear, at first sight, logically hardly permissible, these two 
being, in a way, incommensurable quantities. On deeper inves- 
tigation it must be, however, admitted that they may be reduced 
to a common factor, being, in fact, only two distinct forms 
realizing the same idea—to render Proudhon’s “costly mer- 
chandise” as fully accessible to the workman as possible. While 
in England the combination of workmen in all their varying 
forms had for one of their chief aims a direct regulation of 
wages, Germany had to attempt the same by an indirect raising 
of wages and by arranging for a rational utilization of the incre- 
ment. The circumstance that both in England and in Germany 
different side-issues and side-intentions had been and are still 
connected with this question does not alter the fact that in either 
country the wages-question and that of insurance of work- 
men have coalesced inseparably. 

The whole essential difference consists in this: that whereas 
the standardizing of the rate of wages is in England among the 
functions of associations of workmen, —speaking more gen- 
erally, of parties immediately connected with the question; in 
Germany it is regulated by legislative and administrative meas- 
ures. Therefore, what in England has the sanction of an agree- 
-ment, originates in Germany ex lege. Here we arrive at the 
heart of the question. 

The most important conclusions that follow are obvious: 

(1) The English organizations have all the power necessary 
and all the chances for keeping up the due level of wages; the 
safeguards against transgressions by these organizations and for 
a speedy and adequate settling of any dispute being given by 
arbitration between these organizations on one side and em- 
ployers either individually, or also grouped in association, on 

*It seems not unlikely that he was pressed into this by purely external 
circumstances, perhaps such as: that in the debates concerning the superiority 


of either system England has taken hardly any part (cf. the Bulletin of Inter- 
national Congresses). 
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the other. The German system presents no guarantees of a 
similar kind. The employer can at any time transfer the burden 
of his contribution—partly or completely—upon the workman; 
he can at any time lower the wages or even merely keep them 
on the same level, though the prices of food, etc., increase. 
The statistics of the last years may not be illustrative of such 
an eventuality; the latter is, nevertheless, no idle speculation. 

(2) Under the English system of free associations a magnifi- 
cent development of unemployed insurance was possible, that 
has no equal on the Continent.’ while in Germany state insur- 
ance has achieved nothing whatever in this particular direction. 
For here we enter a domain where ends the mightiness of the 
state, as far as its activity in the detail of life is concerned. But, 
“if the state by granting freedom of coalition procures these 
foundations and first conditions for an activity of self-help, 
which sufficiently safeguards the freedom of wages-stipulations 
and the justice of concrete phenomena of wages, then, to all 
appearance, it will have fulfilled its chief duties.” Thus the 
author of the best work that has been written on the subject 
of late.? 

One cannot help admitting that compulsory insurance must 
have had an enormous educational value upon the masses of the 
nation, and that therefore such a demand presents nothing pre- 
posterous nor illogical. On the other hand, it is remarkably 
expressive of the character and tendencies of this new move- 
ment that our opinion should be called “anti-compulsory” only 
with the greatest reservations. This new movement is not 
really reactionary; direct and necessary outcome of the hour, 
it has to find its nomenclature in the dictionary of the present 
time, bringing in its own new ideas in forms affirming or nega- 
tiving current expressions. Withal we may safely conclude that 
German legislation is fated not to pursue the road it has had 
hitherto, but that it will have to admit of a compromise with 

*For particulars cf. Kempel, 1. c., and the pamphlet of Rich. Freund s. t. 
Materialen zur Frage der Arbeiteslosenversicherung, Berlin, 1903 [Supplement 
to Soziale Praxis]. A full bibliography and an analysis of all that has been 
achieved in the domain will be found in the article and pamphlet quoted. 


*Dr. Otto von Zwiedineck-Siidenhorst, Lohnpolitik und Lohntheorie mit 
besonderer Beriicksichtigung des Minimallohnes, Leipzig, 1900, p. 382. 
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some voluntary system, possibly of its own creation, most likely 
with the English. It will not be required to accept this slavishly 
and, on the contrary, the new current will finally join the whole 
system of insurance. 

Indications are not lacking, also, that a further evolution may 
in time lead up to the pure type of labor association, that will 
be quite free from any admixture of a religious or political 
nature. The beginnings of such evolution can be stated 
already, and all that is to be hoped is—that the government 
itself may change its own attitude towards the said associations. 
Any speculations as to the probable organization of unemployed 
insurance go far beyond the reach of the present article. Nor 
is it very likely that this question admits of a satisfactory fore- 
cast just at present. 

I have tried in the above to show how dangerous it is always 
to overestimate the value of native organizations and thus to 
be driven to a daltonism with regard to things foreign. I am 
far from undervaluing the German system, which, on the con- 
trary, I consider to be a fact that no legislator can afford to 
overlook. For freedom is certainly life’s highest gift; but 
whenever a community does not know how to make use of it, 
compulsion is certain to render good services, were it only as a 
pedagogic factor. Besides, neither of the insurance systems, 


*Kulemann in the art. s. t., Gewerkvereine in “Handwéorterbuch der Staats- 
wissenschaften,” IT ed., vol. iv, p. 645. Cf. also Werner Sombart, Die deutsche 
Volkswirtschaft im neunsehnten Jahrhundert, Berlin, 1903, p. 548. 

*It is very doubtful whether such hopes could be founded very securely 
upon some praise that Count Posadowsky and the dep. Hillbck have bestowed 
in Parliament on the labor associations; upon some favourable articles that 
have appeared in the conservative “Kreuz-Zeitung” (Jan. 9, 1902) ; upon some 
reports, couched in the same spirit of factory-inspectors (Wiirttemberg and 
Saxony, 1901); especially so if the recent straightly opposed attempt of the 
government be considered: the bill concerning a restriction of the right of 
combination has been dropped exclusively thanks to the energetic resistance 
offered by the Parliament. Cf. Soziale Praxis, xi, cols. 487, 488, 840, 841, 1108 
and xii, col. 898. It would be premature to draw any conclusions from the 
efforts of the communal socialists to obtain subsidies for the associations of 
workmen, although in Switzerland, Belgium, Holland and Denmark the corre- 
sponding agitation has made great progress and obtained good material results. 
In Germany, it is true, this movement has hardly passed the stage of projects; 
the first attempts abroad date back merely two years. Cf. Soziale Praxis, xi, 
cols. 842, 1025, and xii, cols. 820, 862 and 957. 
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voluntary or compulsory, taken by itself, is equal to satisfying the 
needs of the workman. To plead for any of them on the 
grounds, that having grown out of the conditions of a given 
country this or that particular system should organically or 
automatically satisfy all its wants, is obvious phrasemongery; 
was not the potato, whose economic value Germany is most fit 
to recognize, introduced from an entirely foreign soil upon the 
German, and not so very long ago? 

Therefore, not to condemn their own particular systems to a 
premature sterility, both Germany and England should look to 
it, how in exchanging experiences they could lead on the social 
and legislative work of insurance. In England public opinion 
has been roused to the recognition of this question fairly effec- 
tively. Just at the present moment England’s social policy is 
being influenced by Mr. Chamberlain’s penchant towards the 
German system, which he has studied very thoroughly. But it 
admits of no doubt, that he neither would nor could slavishly 
adhere to his prime pattern. Henry W. Wolff states this 
trenchantly enough in his exposition of the English Workmen’s 
Compensation Act, 1897 :! 

“Under such circumstances a development (of the workmen’s 
insurance idea in England) may be expected that bids fair to 
outshine the German accident insurance. There will be in Eng- 
land no building up of an immense bureaucratic apparatus. 
There will be no introduction of coefficients of eight decimals, 
no professional associations with sixty clerks, no paltry red tape 
and pigeon-hole transacting of business, no pedantry, no collect- 
ing of minimal contributions that bring in less than is being 
spent on their raising. Pay 

Withal—let us accentuate this in conclusion once more—no 
postulate of further progress on the highway of social reform 
should be brought into connection with an apprehension for the 
competing abilities of home industry. No greater harm could 
be done to the best human endeavors than to connect them too 
closely with any particular economic tendencies, especially of a 
pronounced individualistic and selfish bearing, — while all the 


*Henry W. Wolff, Das Arbeiter-Unfallentschidigungsgesetz in Braun's 
“Archiv fiir soz. Ges. und Stat.,” 1897, vol. xi, p. 688. 
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time the deciding voice should be left to common interests and 
to the demands of social ethics. It is also absolutely unfair and 
preposterous to speak of “unremunerative outlay of capital” with 
regard to live labor; the expression is, of course, rightly enough 
applied in the grappling with the forces of physical nature, that 
sometimes put insuperable obstacles in the way of intensive 
exploitation. The “extensive explcitation” of human labor is 
an ethical monster and economic nonsense. 


N. PiInxkus. 
Géttingen. 
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THE PSYCHOLOGY OF GERMAN belated 
INSURANCE. 


HE feeling of satisfaction with which the execution of com- 
pulsory workingmen’s insurance is commonly regarded 
in Germany is natural, if one looks at the matter as a piece of 
administration. The feat of enforcing the insurance of a third 
of the total population of the country, of collecting premiums and 
paying indemnities and pensions with little friction and at small 
expense, is one which few nations in the world, excepting Ger- 
many, could carry out with such success. There are, however, 
certain indirect social and psychological phenomena connected 
with the matter which do not seem to be commonly understood, 
and which even the excellent paper of Mr.. Pinkus in its most 
critical passages barely touches upon. In order to present a 
complete view of the matter it seems desirable that some of 
these phases should be brought out. 

The general effect of the insurance laws has been to perma- 
nently turn a certain stream of income from the pockets of the 
taxpayers and the employers into the pockets of the wage 
receivers. From 1885 to 1897 the total amount received 
amounted to about $727,000,000. Of this amount the em- 
ployees contributed about $327,000,000, the employers about 
$326,000,000; $24,300,000 came from general taxation, the 
rest from interest, etc. In the aggregate the working classes 
have contributed less than half of the total cost of the insur- 
ance managed for their benefit. 

The insurance laws do not, therefore, provide for insurance 
in the strict sense of the word. As Professor Heinrich Rosin, 
one of the best authorities upon the legal side of the subject, 
well says: “We are not dealing with a single two-sided legal 
relation, but with two one-sided relations. Of these, one, which 
is the principal, provides for the working classes assistance on 
the part of the state; the other, which is secondary and does 
not necessarily stand in legal connection with the first, has to 
do with the raising of money by contributions levied from cer- 
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tain persons.’”? This piece of social legislation is, therefore, 
of great importance as giving us data bearing upon the general 
effect of any social legislation which aims at a redistribution of 
wealth. The distribution itself has apparently been practicable, 
and, as far as we can at present judge, it has neither prevented 
the rapid expansion of German industry and commerce, nor has 
it imposed unbearable burdens upon the employing classes, or 
necessitated a reduction of wages. On the whole, excepting the 
period since the crisis of 1901, Germany has enjoyed marked 
prosperity under the operation of the insurance laws. 

What has been the effect of the laws, however, upon the bene- 
ficiaries of the system? How far have the intentions of the 
Parliament been realized? How far have incidental or antag- 
onistic results shown themselves which were not anticipated? 
One of the principal motives for the law was to remove social 
democratic agitation and to lessen the antagonism of classes. 

The message which the Emperor William I addressed to 
Parliament in 1881 regarding the best methods of suppressing 
social democratic excesses has already been quoted in the article 
of Dr. Pinkus. He has likewise shown that the growth of the 
social democratic representation in Parliament has by no means 
been checked by insurance legislation. But to fully appreciate 
the situation one should glance at the following table, which 
gives both the growth of Socialist representation in Parliament, 
and also the still more significant growth in the number of votes 


cast for the party. 


2,105,305 
3,010,472 


It would seem ungracious to call attention to the failure of 
the insurance laws as a piece of political tactics, did not the result 
confirm the impression, gained from other observations, that 
the framers of the system, while devising an extremely clever 


* Das Recht des Arbeiterversicherung, vol. I, p. 257. 


Wy 
Voters. Members. Voters. Members ; 
1874 ........ 351,670 9 1890 ........ 1,427,298 35 
1877 .......+ 493,447 12 1893 ........ 1,786,738 44 
1884 ........ 549,990 24 | 
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piece of machinery for mechanically redistributing a part of the 
wealth of the country, failed to realize the effects of this policy 
on the minds of those concerned. 

The growth of socialism does not of itself indicate industrial 
dissension, and it may be that in spite of political discontent, the 
relations between employers and employed have become more 
friendly in consequence of the sacrifices borne by the former for 
the latter. Indeed, this impression is conveyed officially in the 
very valuable work written by Dr. Ludwig Lass and Dr. Fried- 
rich Zahn as a part of the contribution of the German government 
towards the Paris Exhibition of 1900. ‘With the improvements 
in the material and social position of the working men,” we 
are told, “which have been introduced through workingmen’s 
insurance, there is a spontaneous increase in their pleasure in 
work and at the same time in the quality and amount of their pro- 
duct. Therefore, the employers are in general quite willing to 
bear heavy burdens in money and voluntary service." Many 
employers have voluntarily added to their burdens by introducing 
on a large scale all kinds of institutions for the benefit of their 
employees. “This social activity,’ we learn, “which the 
employers are unfolding under the standard of our new social 
legislation, cannot fail in the long run to produce a conciliatory 
reaction upon the conditions existing between employer and 
employed. A mutual understanding is also furthered by the 
common consultations and meetings in which the workingmen’s 
insurance unites employer and employed.” (p. 225.) 

No one can, of course, trace conclusively a causal connection 
between the insurance legislation and the generosity of employers, 
but that their social activity is not due entirely to legislation 
would seem to be indicated by the fact that this activity began 
in many cases before the insurance laws were thought of— 
notably in the great works of Krupp at Essen, and by the fact 
that a similar display of public spirit is observed in England, 
in France, and in the United States. Such examples as the 
sociological department of the Colorado Fuel and Iron Com- 
pany, as the institutions established by the National Cash Reg- 


*Lass und Zahn: Einrichtung und Wirkung der Deutschen Arbeiter- 
versicherung, Berlin, 1900, p. 223. _ 
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ister Company, and many others, are familiar to students of this 
subject. And as for the feeling of good will which the 
employees exhibit, there are also reasons to doubt if it has 
gone as far as is supposed. It is difficult to measure the senti- 
ments, but, when sentiments embody themselves in acts, the acts 
can be measured, and ill-will in industrial establishments is very 
apt to show itself in strikes. The strike statistics ought, there- 
fore, to reflect sooner or later any decided change for the better 
in these relations. The German strike statistics are not uni- 
form, and do not cover a very long period, but such as exist indi- 
cate that while strikes have their ups and downs, their general 
tendency has been upward since 1890.’ Still more significant is 
the fact that in 1897, fourteen years after the first insurance 
law was passed, a special insurance company called “Industria” 
was formed with a capital of 5,000,000 marks, for the express 
purpose of indemnifying employers for losses through strikes. 
It would appear, therefore, that compulsory insurance has not 
abolished or even checked the strike fever, but that conversely 
the prevalence of strikes has led to the creation of a new branch 
of insurance. 

While it was not announced as one of the objects of govern- 
ment insurance to diminish the amount spent on the poor, it was 
undoubtedly expected that its effect would be to lessen the num- 
ber of paupers. Investigations made into the causes of poverty 
in Germany some years ago, some of which were made by Dr. 
Victor Boehment and others by the Imperial Statistical Bureau, 
concur in showing that in the aggregate some 75 per cent. of 
the cases of pauperism were attributed to sickness, accident, 
physical incapacity, old age, or death of the bread-winner.? 

*A table showing the number of strikes and strikers in Prussia for every 


year but one from 1890 to 1901, was printed by the writer in the Yale Alumni 
Weekly for May 4, 1904. 
* The exact figures showing the causes of pauperism in the whole empire 

are as follows: 

Death or injury by accident 

Death of bread-winner, not by accident 

Sickness of the pauper or in his family 

Bodily or mental weakness 
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Now it so happens that all of these causes of pauperism are 
provided for in workingmen’s insurance, and if the great mass 
of wage workers, who are the ones most liable on account of 
their small incomes to become dependent, are forced to insure 
themselves against these very contingencies, and in addition reap 
the benefit of the contributions of their employers, it would seem 
natural to expect that fewer would become dependent, and that 
gradually insurance would take the place of poor relief for all 
but very few. This expectation seems the more natural, when 
we consider the figures in detail. Unfortunately we have no 
general statistics giving the cost of poor relief since the investi- 
gation of 1885, and it is doubtful if we should place implicit 
reliance upon the figures gathered at that time. Yet, as we 
have no others, they may at least furnish us a rough means of 
comparison. The number of paupers enumerated in the Ger- 
man Empire in that year was 1,592,386, and the amount spent 
upon them was about 90,000,000 marks, which gave an average 
expenditure for every one hundred inhabitants within the limits 
of the law of settlement’ of 195 marks. In 1897 the total 
amount spent on benefits of all kinds under compulsory insur- 
ance was 256,432,403 marks,? which, with the increased popu- 
lation, gave an expenditure for every one hundred inhabitants 
of about 479 marks, or about two and one-half times the average 
expenditure on poor relief in 1885. This did not include the 
expenses of administration, but only the amount directly spent 
on the beneficiaries. So large an expenditure of money upon 
the very classes who are most liable to become dependent might 
be reasonably expected to almost abolish pauperism, since there 
must be many cases in which individual members of a family 


Lack of work......... 6.0 

100.0 100.0 


(Statistik des Deutschen Reichs, Neue Folge, Band 29, p. 40.) 


* Statistik des Deutschen Reichs, Neue Folge, No. 29, p. 56. 
* Lass und Zahn, p. 129. 
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could now be supported with the rest, when they previously were 
thrown upon the public. That the question has interested the 
authorities is seen in the fact that the Verein fiir Armenpflege 
has twice, in 1895 and in 1901, taken the matter up for investi- 
gation and discussion, and that the Imperial Statistical Bureau 
undertook in 1894 and published in 1897 an elaborate investi- 
gation into the whole subject. It obtained its material mainly 
in the form of answers to the following five specific questions, 
which it addressed to the officials in charge of poor relief 
throughout Germany: 


A. Has the care of the poor been relieved by workingmen’s 
insurance 
(a) Through sick insurance? 
(b) Through accident insurance? 
(c) Through old age and invalidity insurance? 


B. Has the number of those supported and the amount spent 
upon them since the introduction of the several insur- 
ance laws not diminished, and to what is this to be 
attributed ? 


C. Has the care of the poor in numerous cases been made sup- 
plementary to the benefits of workingmen’s insurance 
and provisionally substituted for them? 


The answers received were not complete, and it was not possible 
statistically to prove either an increase or decrease in the total 
amount spent upon the poor throughout the empire. I have, 
however, tried to analyze the returns as far as possible, and 
compared my analysis with the generalizations published by the 
Bureau. As regards the first question, subdivided into three 
heads, which asks whether the burden of the poor has been 
relieved by workingmen’s insurance, the official summary says 
that “by far the greater part” of the authorities questioned say 
that it has been relieved. A careful count shows that of the 
total number of answers 44 per cent. give a simple affirmative, 
while 19 per cent. more give a more or less qualified affirmative 
answer.1 Yet, when we come to ask whether there has been a 

*The method of obtaining these percentages should be explained. There 


were 92 officials or boards which gave answers to the questions. Inasmuch 
as question “A” was divided into three parts, there should have been 276 
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diminution either in the number of paupers or in the amount 
spent for them, it appears that 58 per cent. state that there has 
been no such diminution. In other words, it would appear that 
in a good many cases those who say that the burden of poor 
relief has been lessened, mean, not that it is absolutely less than 
it formerly was, but that it would have been increased much 
more, if it had not been for workingmen’s insurance. When we 
consider that the period under consideration has been a period 
of industrial prosperity, commercial expansion, external peace 
and rising wages, we should naturally expect that the burden 
of poor relief would tend downwards, as it has been tending 
in England, and as out-door relief has been tending in many 
of our American cities under good administration. If there are 
no general economic reasons for an increase in the needs of the 
poorer classes in Germany, it would seem as if there must be a 
social or psychological reason, and there are certainly strong indi- 
cations of this. While some officials speak of depression in 
particular trades, the migration of workers to the cities, etc., as 
causes of the increased expenditure, others speak of the ten- 
dency of the poor to demand more. A report from Gotha’ says 
that the poor have become accustomed to demand help from the 
public. It is elsewhere stated that “the shrinking from the 
eleesmosynary character of poor relief is disappearing among 
the needy, those who are not insured demand public support 
more frequently than formerly, and even occasionally refuse 
private aid. Then again those who are not insured, seeing the 
amounts which are paid to those who are insured, demand a 
more ample allowance from the poor law authorities, and not 
answers, but in many cases no answers at all were given—in others only 
one or two of the sub-questions were answered, and in still others some 
were answered affirmatively, others negatively, by the same writer. The 
percentages given represeft fractions of 276. If we count the number of 
cases in which any one of the sub-questions, a, b, and c, is answered affirma- 
tively, even though others may be answered negatively, we reach the result 
that about 60 per cent. of those questioned state that there has been some 
favorable influence upon poor relief, while about 9 per cent. more give 
qualified answers which are on the whole favorable. A number of answers 


are, however, so extremely guarded as to make their classification doubtful. 
* Vierteljahrshefte zur Statistik des Deutschen Reichs, p. ii, 45. 
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infrequently get it.” 1 It also happens here and there that when 
people have been refused an allowance under the insurance law 
for lack of proof, they go to the poor law authorities and demand 
a larger sum on account of their presumptive insurance claim. 

In a report made to the Verein fiir Armenpflege und Wohl- 
thatigkeit by Wilhelm Helling in 1901 we learn some facts which 
seem to indicate that insurance is not having the educational 
effect upon thrift that was expected. “It is unfortunate,” he 
says, “to be obliged to say that persons who have established 
a contingent claim upon the benefits of insurance by contribu- 
tions find it so difficult to make up their minds to maintain this 
claim by the payment of small voluntary sums, and also that 
hardly any use has been made of the right of optional insurance. 
. It is positively terrible to notice the number of women, 
who, when they marry, give up the rights which they have 
earned in order to obtain possession of a comparatively small 
sum of ready money, by having half of the sums already paid 
refunded to them.” * Even where the burden of poor relief 
has been diminished it has not always fallen to an extent 
equal to the cost of insurance to the employers alone. Thus, in 
the city of Konigsberg, in spite of an increase of 20,000 in the 
population during four years, the expenditure on poor relief has 
actually diminished, but, while they do not claim to have made 
a saving on this score of more than 130,000 marks, employers 
paid in 1896-1897 about 380,000 marks, or nearly three times 
this amount, as their share of the burdens of insurance.*® 

* Ibid., p. ii, 9. 

* Schriften des deutschen Vereins fiir Armenpflege und Wohlthatigheit, 


Heft 35, p. 74. 

*Lass und Zahn, p. 231. 

The figures quoted by Dr. Pinkus in his article in the February number of 
the Yate Review to show a decreasing expenditure on the poor in the city of 
Berlin do not seem to agree with the figures published in the report of the 
Imperial Statistical Bureau. The number of paupers for every 100 inhabi- 
tants is given officially as follows: 
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The special investigation made by the Verein fiir Armenpflege, 
and reported upon by Dr. Richard Freund in 1895, reaches con- 
clusions similar to those of the official investigation. That is, 
while claiming that the agencies for the care of the poor have 
been greatly relieved by the operation of the insurance laws, 
he acknowledges that the financial burden has been considerably 
increased. Indeed, Dr. Freund seems to consider this in itself 
a sign of progress which is due directly to the influence of the 
social laws. “It is no mistake,” he says, “to assume that 
precisely the increased measure of care which has been given to 
the working classes by the workingmen’s insurance legislation 
has not been without influence upon the standard of living of 
the mass of the population, and that this influence is making 
itself felt in poor relief.” * 

The fact that the number of accidents indemnified has increased 
in proportion to the number of persons insured was brought out 
by Dr. Pinkus in the article published in the February number 
of the YALE REvIeEw, and is familiar to all students of the sub- 
ject, but it does not seem as if these figures had been considered 
sufficiently with reference to other figures taken from the insur- 
ance statistics, and especially with reference to the light they 
throw upon the mind of the insured. Not only have the minor 
accidents increased very rapidly, but the cost of sickness has 
increased, whether we measure it by the cost per member, or per 
case of sickness, or per day of sickness. Not only has the cost 
of sickness increased, but also the duration of sickness per one 
hundred members insured and per case of sickness, and this, in 


The expenditure for every 100 inhabitants is given as follows: 


Marks. Marks. 


(Vierteljahrshefte zur Statistik des Deutschen Reichs, Heft 2, 197, p. 22-23-) 


* Schriften des deutschen Vereins fiir Armenpflege und Wohlthatigkeit, 
Heft 21, p. 100. 
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spite of the improvements in methods of treatment, and the 
diminution of the death-rate.* 

It seems difficult to avoid the conclusion that there are either 
more cases of simulation or a greater tendency to exaggerate the 
gravity of sickness on account of the ease with which care in 
sickness can be obtained. It is perhaps not quite so easy to 
explain the increase of accidents. The matter is considered 
sufficiently serious, however, to demand extended consideration 
in the government report made by Lass und Zahn, who dispose 
of the matter as follows: “From what has been said there is 
no ground for the claim that obligatory accident insurance itself 
leads to an increase of accidents, in that it makes the workingmen 
careless and employers indifferent. That any one should now, 
having regard to the existing insurance, expose himself more 
frivolously to an accident; that he should allow a finger to be 
cut off or allow his leg to be crushed is in contradiction, as 
Boediker well remarks, to the instinct of self-preservation. The 
fear of pain, the uncertainty of the result, which may be deadly, 
operate upon the mind more than the prospect of getting an 
allowance which at the most may be equal to two-thirds of the 
forfeited earnings. Accidents which are brought about inten- 
tionally are in any case not indemnified.” ? 

This a priori reasoning is a plausible answer to the claim 
that men deliberately injure themselves to get an indemnity, but 
cases are not unknown in which people have acted in what seems 
to be an irrational manner, and it still remains necessary to 
explain why minor accidents should have increased in spite 
of the very great efforts made by employers to introduce safety 
appliances and prevent injuries. A number of reasons are, 
therefore, given for this increase: 

*For details see table published in Yale Alumni Weekly for May 4, 1904. 

As this article was going to press, the first section of an official publica- 
tion prepared by the German government for the St. Louis Exposition was 
received, but it did not contain the statistical p--t. In the expectation that 
late statistics will soon be available, it was thou ,at best not to publish in full 
statistical tables only coming down to 1899, but to print in a future number 


of the Yate Review the statistics prepared for the St. Louis Exposition. 
*Lass und Zahn, p. 167. 
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(1) It is said that they are more strictly reported, which is 
probably the case. But this could hardly explain the progression 
beyond the first few years. 

(2) The increase in the use of machinery and the concentra- 
tion of workingmen in large establishments is given as a reason, 
but this argument seems to be weakened by the fact that the 
increase in the frequency of accidents is more noticeable in 
agriculture, where the Germans use little machinery, than in 
industry, for where the industrial accidents reported increased 
less than three-fold, accidents in agriculture increased about 
twenty-fold in a shorter time. Moreover, it is remarkable that, 
if the different occupations are ranked according to the fre- 
quency of accidents, those which involve the use of comparatively 
little machinery are near the head, while those involving much 
machinery are at the foot, as shown by the following table: 


InpusTRIES RANKED ACCORDING TO FREQUENCY oF ACCIDENTS.’ 


ACCIDENTS INDEMNIFIED. 
Per 1,000 full-time workmen. 


13.51 
12.36 
11.31 
6.71 
a0. sweeping 6.14 
5.38 


* Report of New York Bureau of Labor, 1899, p. 769. 
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Printing 
Pottery 
Clothing 


Professor Bantlin of the department of mechanical engineering 
in the School of Technology at Stuttgart, in an address on 
German industry and workingmen’s insurance, delivered before 
the school in 1901, subscribed apparently without question to 
the official view that the increase of less serious accidents can- 
not be due to the carelessness of the workingmen, because such 
a view would be contrary “to the desire for self-preservation, 
which is deeply rooted in every human being.” The same 
author, however, mentions particularly the comparatively small 
frequency of accidents in iron and steel, as well as in wood indus- 
tries, because the managers of those industries have known how 
to guard against the danger coming from machinery. He shows 
that accidents coming from the explosion of boilers are partic- 
ularly infrequent on account of the care which is taken.1 He 
also quotes the president of an insurance society in the lumber 
trade as saying: “In point of fact in consequence of our general 
intensive efforts the seriousness of accidents in connection with 
machinery has diminished very much. Certain characteristic 
kinds of severe injuries which were formerly very frequent 
hardly occur at all now.” ? 

These statements seem to cast a good deal of doubt upon the 
claim that the increase of accidents is due to the increased use 
of machinery. 

(3) It is claimed that the great activity of trade has required 
the appointment of less experienced men. It is impossible to 

*A. Bantlin: Die Deutsche Industrie und die Arbeiterversicherung, Fest- 


rede, 1901, p. 21. 
* Ibid., p. 30. 
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control this statement by statistics, but some light is thrown upon 
it by the figures which show that accidents are much less fre- 
quent in proportion among the younger men than among the 
middle aged and elderly. 

It appeared, for instance, in 1897 that the number of the 
injured, in proportion to one hundred insured in each class, 
varied as follows: 


*Under 16 ...... 0.24 20-30 0.54 50-60 1.38 
err 0.32 30-40 0.92 60-70 1.42 
0.36 40-50 1.23 7oandover 0.85 


It is not shown that the inexperienced laborers are necessarily 
the young, but this is not an unfair assumption. 

(4) The increased familiarity of the men with the law is 
given as not the least of the causes, and there seems every reason 
to consider this true. In other words, the causes of the accidents 
are not mainly material or mechanical, but to a certain extent 
psychological. 

The psychological element in accidents also shows itself in the 
distribution of accidents according to the day of the week. We 
find quite universally that Monday furnishes the largest number 
of accidents and Saturday the next largest, and this law applies 
both to industry and to agriculture. 


FREQUENCY OF ACCIDENTS.” 
In Industry. In Agriculture. 


1.10 1.10 


(The numbers are coefficients indicating the frequency of accidents on 
a given day of the week as compared with the average for all days.) 
An interesting table bearing upon the same subject is one which 
shows an increasing percentage of accidents due to the fault 
of the industrial worker: 


*Lass und Zahn, p. 172. 
*Lass und Zahn, p. 171. 
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CAuSE oF ACCIDENTS.* 


Fault of employer 


“ both together 
” fellow workers, or third persons ......... 
Other causes, such as danger of occupation 


One is tempted to contrast the German experience with the 
results of the operations of a mutual fire insurance company in 
which in contrast with the German system the beneficiaries also 
bear the losses, and therefore have a direct motive for minimiz- 
ing them. The Manufacturers’ Mutual Fire Insurance Com- 
pany was organized in 1850. It is under the management of 
Edward Atkinson, who is president and treasurer. The statis- 
tics, running over half a century, are very instructive regarding 
the effects of this system, especially so if we take the figures 
averaged by decades. The single years show considerable varia- 
tions, as might be expected. The report issued for the year 
ending Decmber 31, 1899, gives the rate of loss to the amount 
written per hundred dollars as follows: 

1850-1859 0.3631 
1860-1869 0.2427 
1870-1879 0.2098 


0.1963 
0.1080 


It is difficult to escape the impression that the number of 
minor accidents has increased under the operation of the insur- 
ance laws. Whether workmen have become more careless, or 
whether they have become more ready to exaggerate their 
injuries, the effect of giving them under the forms of insurance 
an indemnity of which they do not bear the burden seems to 
have stimulated an irresponsibility, which all the efforts of the 
employers to diminish accidents have not yet overcome. 

Reference is made in the article of Dr. Pinkus to the increas- 
ing consumption of alcoholic drinks in Germany, but this 
phenomena is not brought into direct causal relation to other 
phenomena connected with workingmen’s insurance, nor is it 
compared with similar statistics from England. The following 


* (Lass und Zahn, p. 172.) 
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tables show the per capita consumption of beer in Germany, 
and of sundry articles in the United Kingdom: 


CONSUMPTION OF BEER IN GERMANY.’ 
Increase or decrease. 


1.06 94 1.04 1.02 


It is significant that the increase in the consumption of beer 
per capita in Germany has been much greater in every period 
of five years since the beginning of insurance than in the five 
years preceding. The slight falling off in the year I901 may 
possibly be due to the commercial depression. Let us now com- 
pare these figures with those showing the consumption of lead- 
ing articles in the United Kingdom, taking the years 1881 to 
1896, instead of 1880 to 1895, because the consumption of beer 
is not given in our tables for 1880. It appears that in Great 
Britain the consumption of spirits on the whole fell off; that 
the consumption of beer increased by only about 11 per cent.; 
that the most notable increase was in the consumption of tea and 
sugar, while the consumption of beer in Germany increased 
in fifteen years by about 36 per cent., and continued to increase 
afterwards. It does not seem irrational to trace a connection 
between insurance, the drink habit and accidents in the follow- 
ing way: The large sums spent on the working classes in the 
form of indemnities must ease considerably the burden coming 

*The figures for the years 1880 to 1895 are taken from Lass und Zahn, 
p. 209, for 1900 and 1901 from Statistiches Jahrbuch des Deutschen Reichs, 


1903, Pp. 192. 
*From an article by Geo. H. Wood in Journal of the Royal Statistical 


Society, 1899, p. 650. 
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from sickness, accident and invalidity. These classes are 
obviously becoming accustomed to having the government pro- 
vide for them in these contingencies. That means that they 
spend on comforts and luxuries money which otherwise they 
would save, or use in emergencies, and apparently a good deal 
of this expenditure goes for drink, which in turn causes accidents, 
especially on blue Monday. There is nothing more incredible 
in this than in the observation made by any traveler from the 
United States or England that foot-passengers in Germany take 
risks in crossing the streets which they do not in this country. It 
might seem contrary to the instinct of self-preservation that a 
German in crossing the streets should not turn to see whether 
a horse is about to run him down, and yet it is an undoubted 
fact that drivers are constantly obliged to shout to foot-pas- 
sengers in order to get them out of the way, while in England 
and the United States this occurs but rarely. The habit of 
expecting the government to look out for us naturally stimulates 
a general disinclination to look out for ourselves, and, won- 
derful as are the achievements of German insurance, the con- 
clusion seems inevitable that it has thus far not only not stimu- 
lated the forethought and responsibility of the mass of the people, 
but has rather weakened them. 

The general conclusion of this study may be summarized as 
follows: Compulsory insurance has not filled the working classes 
with gratitude towards the government, since it was avowedly a 
measure aimed at the social democratic party, and therefore 
regarded by them with suspicion; nor has it made the working 
men friendly and concilatory towards the employers, since the 
burden of insurance is one borne involuntarily by the latter. On 
the other hand, the effect of giving them allowances and help in 
time of trouble has apparently been to weaken the spirit of self- 
help, increase the demands upon the public purse, and to make 
them less wise and responsible in their expenditure. 


Henry W. FaRNAM. 
Yale University. 
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BOOK REVIEWS. 


Cartells et Trusts. Par Et. Martin Saint-Leon. Paris, 1903—pp. 
viii, 248. 

Trustgesetzgebung und Rechtsprechung in den Vereinigten Staaten 
von Amerika. Von Dr. Victor Graetz. Vienna, 1903—pp. 34. 


The tendencies to industrial consolidation seem to be arousing as 
much interest in Europe as here and the foreign student turns first 
to the experience of the United States in his efforts to understand 
the problem. A growing supply of foreign literature on American 
trusts is the result. Some of these works are based on personal 
study of particular combinations in their own home, while others 
aim to present summaries of the many investigations to the general 
public. M. Saint-Leon’s book is of the latter class and consequently, 
though faithfully and efficiently carried out, his study is not of special 
value to American readers. The author has been through the litera- 
ture on the subject and his bibliographical notes will prove convenient 
for reference. It is not to be supposed that, writing from such a 
distance, the author can add any new knowledge regarding conditions 
on this side the ocean, but his work may be recommended to his 
own public as a fair-minded summary. On the whole, it is free from 
important errors, though some of his facts, taken from reports three 
or four years old, are already out of date, and the recent revelations 
concerning the weakness of some of the trusts and the character 
of their managers might alter some of his opinions and the import- 
ance attached to the utterances of certain “financiers.” 

The author gives a similar but briefer account of the combinations 
in Germany, Austria, France and England, but adds nothing to the 
more extensive knowledge that we already have in Prof. Jenks’ 
report to the Industrial Commission. He looks upon the German 
Kartell as a desirable movement of a defensive nature against cut- 
throat competition and on the American trust as an organization for 
offensive and aggressive conquest of the market. The causes of the 
contrast between the two would have been made plainer if the 
author had considered the important difference in the law of the 
two countries. The Kartell in Germany is strong and enduring 
because such contracts are enforceable in the courts. In this country 
the pool gave way to the trust, and the trust proper to the con- 
solidation because contracts in restraint of trade are unlawful. 
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The pamphlet by Dr. Graetz on Trust Legislation is a reprint of 
a report to the Committee on Kartells instituted by the Industrial 
Council of the Ministry of Commerce. It shows the careful study 
of American conditions made by the author in a recent visit to this 
country and an unusual grasp of the intricate economic, political and 
social factors which determine trust legislation and its enforcement. 
His treatment would have been improved by a more careful separa- 
tion of Federal and State legislation, since to the foreign reader 
the limitation of Federal jurisdiction is not usually intelligible. 
Furthermore the real state of the law can only be understood from 
a study of judicial interpretation of the statutes. For instance, the 
author cites the many exemptions of farmers’ associations from the 
application of anti-trust laws without adding that such exemptions 
have been several times declared unconstitutional. The report of 
Dr. Graetz is not intended for the American reader, but for the 
enlightenment of the foreign investigator, and on the whole is a safe 
guide. One serious error, however, should be noted. In discussing 
the difficulties of State control because of the great variety of State 
statutes, he interprets Art. IV, Sec. 2 of the United States Constitu- 
tion to mean that rights acquired in one State must be recognized in 
all other States. This, of course, would not be true of an individual, 
still less of a corporation. There is no such “Freiziigigkeit des 


Rechtes” as he imagines. 
H. C. E. 


The Nature of Man. Studies in Optimistic Philosophy. By Elie 
Metchnikoff. English translation edited by P. Chalmers Mitchell. 
New York and London: G. P. Putnam, 1903—pp. xvii + 309. 


Viewed from whatever standpoint, this is a remarkable work. 
The high standing of the author and his honorable position in the 
Pasteur Institute bespeak a hearing for anything he cares to say; 
and what he says is expressed clearly and interestingly, and is evi- 
dently translated with skill. Most remarkable, however, from such 
a source, is the fact that this volume announces a crusade against 
no human enemies less than old age and death. It proposes a 
“gerontology” and a “thanatology”—sciences whose practical appli- 
cation will be to lengthen life to what the author conceives to be 
a “fullness of years.” 

Upon the biology (or bacteriology) of this book a layman may 
not venture to pronounce. The author’s idea is briefly the follow- 
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ing: Senile sclerosis is brought on by the action of the normally 
beneficent phagocytes (a discovery of Metchnikoff’s) of the body, 
which, owing to certain conditions, begin to prey upon the specific 
cells of the various organs, replacing them with connective tissue. 
Such a death as we consider due to the “breaking-up” of old age is 
therefore a violent, not a natural death, and can be prevented when 
it becomes possible artificially to strengthen the cells, or to restrain 
the macrophags in their deadly work. If this could be done, the 
life of man would be increased to the neighborhood of one hundred 
years or over, when natural death, called for like sleep by an instinct 
of the body, would supervene. 

No doubt such a consummation would offer problems enough to 
the anthropologist or sociologist ; in the present volume, however, his 
attention is claimed by the preceding argument of the book, which 
leads up to the climax indicated. Part I. deals with the dishar- 
monies in the nature of man and is introduced by a discussion of 
those to be found among inferior beings. Darwinian ground is 
retraversed here, and although the efficacy of natural selection is 
in no way questioned, the fact is insisted upon that numberless 
disharmonies are still in the process of being removed by that 
agency. A chapter follows on the simian origin of man, which 
carries Huxley’s argument forward and strengthens it by utilizing 
the results of the most modern investigations. The newest element 
here is the exhibition of the blood relationship of man and anthro- 
poids as shown by serum and precipitates. A catalogue of dis- 
harmonies now follows, of intense interest, in the organization of 
the human digestive and reproductive systems, in family and social 
instincts, and in that of self-preservation. It is in the treatment of 
the last-named that the author, relying on too few though striking 
instances, appears to have exaggerated somewhat man’s fear of 
death. Perhaps Tolstoi and Zola and many others have expressed 
such fear; death-bed scenes are often fearful and excruciating; but 
while we can cite so many cases that illustrate what appears to be 
the opposite attitude, we hesitate to lend much countenance to this 
part of the argument. Among others, what of Darwin himself, 
who said, as he perceived the approach of death, “I am not the 
least afraid to die”? 

Now Part II. rests directly upon this general assumption of the 
universal fear of death. Granting it provisionally, we have an 
excellent and striking treatment of “attempts to diminish the ills 
arising from the disharmonies of the human constitution.” These 
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attempts constitute the various religious and philosophical systems. 
The general argument here need not be vitiated by the death- 
assumption, really, for religion and philosophy are certainly evolved 
with the instinctive idea of somehow escaping or becoming superior 
to the sum of the ills of mortal life, death included. It is shown 
that what religion has to offer is based upon no rational foundation, 
but upon irrational faith; and that philosophy, never as certain of 
its results as dogmatic religion, and always harboring a hidden doubt 
in its most comforting speculations, can counsel only resignation. 

What then is left? Only exact science with its plodding, careful 
method. It is slow and men are impatient; from Rousseau to Bru- 
netiére they reproach science with the incompleteness of its solu- 
tions. This is unjust, for no science presumes to solve the questions 
of birth and death, and besides, science has scarcely begun. If relig- 
ion and metaphysics, in thousands of years, have failed to satisfy the 
candid mind, they have no right to reproach such a youthful com- 
petitor if, with an acknowledgediy slow method, and in a few years, 
it has no solution to show of problems which it does not pretend 
to regard as within its field. But science has done something to 
make life more endurable; a brief, but convincing résumé shows 
what it can do against disease. Now, the author thinks, it may 
sometime hope to alleviate this to him terrible fear of death by 
putting dissolution off until its due and proper time. 

The argument of the book and the new information it gives along 
the line of somatic anthropology render it very welcome. But, 
although suggestive, its treatment, in so far as it is sociological, 
seems often ill-balanced, mistaken or purely fanciful. The fear of 
death does not play so large a part in the origin of animism and 
religion as one is given to understand; future life is constantly 
confounded with immortality (pp. 142, 144, 145); savages do not 
mutilate the body because they dislike or are dissatisfied with it 
as a body, but because it is too nearly like others’ bodies to have 
any individuality (see p. 15); the old are not always killed simply 
because they are useless, even in the localities named (p. 129) ; early 
man’s social instincts are much weaker than indicated (p. 106). 
Several curious expressions, which will probably hurt the book 
among the aesthetically inclined, occur. Man, we are told, is “a 
simian monster,” the “ingenious child of anthropoids.” 

We learn with astonishment that the large intestine is a constant 
menace to health and life and that we should be better off without 
it—or even the stomach. It is hard to believe that such weight 
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would have been lent to the Bible tales of long life, had they not 
fallen in with a theory, and the assumption of an “instinct of death” 
from such exiguous evidence arouses suspicion. This is not Dar- 
winian, in any case. 

It is not clear, however, that any fault that can be found really 
menaces the validity of this volume’s general argument. We may 
take the hoped-for cure of old age and death with reservation, but 
we cannot deny most of the disharmonies revealed, nor the charac- 
terization of man’s attempt to explain, avoid or neutralize them. 

There are several serious faults in the otherwise excellent book- 
making: the type is large and clear, making reading easy, but the 
making of the plates, and the proof-reading have been careless, as 
is witnessed by the omission or breaking of letters (especially at 
the inner ends of the lines (pp. 37, 55, 94, 95, 113, 158, 166, 185, 
243, 245, etc.), and occasional transposition of letters (e. g., p. 229). 
Apparently impossible (252) should read possible. The index is 
satisfactory. 

Professor Metchnikoff announces in his preface that the solution 
of the problems stated in this book will be the program and endeavor 
of his future years of work. It is to be hoped that the value of this 
labor and its results, and of the book before us, will not suffer from 
the extravagant nature of certain notices which have already 
appeared. A. G. K. 
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